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RESULTS FROM RECOMMENDATIONS MADE DURING 
85TH CONGRESS IN REPORTS OF COMMITTEE ON GOV- 
ERNMENT OPERATIONS, HOUSE OF REPRESENTATIVES 


Marcu 18, 1959.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operaticns, submitted the following 


FIRST REPORT 


ON RESULTS FROM RECOMMENDATIONS MADE DURING 85TH 
CONGRESS IN REPORTS OF COMMITTEE ON GOVERNMENT 
OPERATIONS 


On March 18, 1959, the Committee on Government Operations had 
before it for consideration a report entitled, “Results From) Recom- 
mendations Made During 85th Congress in Reports of Committee 
on Government Operations, House of Representatives.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 

i 





INTRODUCTI 


Phis report summeé urizes the results lized to date in fulfilling t 
recommendations made by the Committee on Government Op ration 1S 


of the House of Representatives in 42 investigative reports during 


th 


] 


85th Congress. Many of these reports pointed out inadequacies and 
defects in the operation of the Government and contained recommen- 
dations for remedying those deficiencies. Most of the recommenda- 
tions called for administrative action, and some of them for legislative 
action. 


the committee’s reports were ma de soon alter the comp etion 


nvestigations on which they are based, the reports seldom con- 
enna information concerning the results of the committ 0's recom 
mendations. For that rea On, Chairman William L.. Dawson, at the 
close of the 85th ¢ ongress, req ueste | the chairmen of each of the sub- 
committees of this committee to compile the results of the committee’s 
recommendations, as of approximately January 1, 1959. The follow- 
ing summary of the accomplishments thus far resulting from the 
committee’s work is a heartening demonstration of the increased effi- 
ciency and economy, and the large savings of money, already achieved 
through the commiuttee’s efforts. This summary indicates that even 
greater benefits will ‘crue as action is completed on the committee 
recommendations not yet fulfilled 

Tt should be noted that the rk with which the committee was 
concerned in these 42 investiga tin e reports comprises only 1 portion 
of the committee’s activities during the 85th C gress. Two hundred 
and seventy bills and resolutions were studied, of which 40 were reported 
favorably and 36 enacted into law.’ 'i'wo reorganization plans were 
thoroughly considered before they became effective under the Re- 
organization Act of 1949, as amended.2 The committee studied, 
reviewed and took appropriate action on 183 reports made by the 
Comptroller General to the Congress. In addition, the’ committee 
issued the following 26 committee prints, the breadth and usefulness 
of which may be gleaned from their titles: 


Questionnaire 
Informatio 

Economic Apr 
Islands Corpora 

Reorganizatio: 

The Budget i r 

Actions taken by Departments and Agenci« 
Agencies Recommendations of the Hoov: nmis 

Legislation ee, nd Action Taken by the 84tl 
and Ist sess. of the 8 85th Cong. on Recommendations <« 
Commission on Organization of the Executive Bran 
the Government (2d Hoover Commission reports, 


i Gover 


1 Public Laws 85-51, 85 , 85-90, 85-100, 85-183, Tae @ 26, 340, 
467, 85-485, 85-487, 85-493, 85-540, 79, 85-619, 85-160, 85-668, 0, 85-082, 85-749, 85-759, 85- 
85-800, 85-831, 85-858, 85-885. Private Laws 85-366, : { 5-5 9 2 

2 Reorganization Pian No. 1 of 1957 (71 Stat. 647; 22 F.R. 4633); Reorganization Plan No. 1 of 19 
Stat. 861; 23 F.R. 4991). 


2 
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Title 


Federal Real and Personal Property Inventory Report (Civil- 
ian and Military) of the U.S. Government covering Its 
Properties Located in Continental United States, in the 
Territories, and Overseas as of June 30, 1957. 

Survey and Study of Administrative Organization, Procedure, 
and Practice in the Federal Agencies by the Committee on 
Government Operations—-Ageney Response to Question- 
naire: 

Pt. 1—Department of Agriculture_ 
‘ ~Department of Commerce 

—Department of Defense___-- 

~Department of Health, Education, and Welfare_ - 
5— Department of the Interior. 

}— Department of Justice 
7—Department of Labor 
8—Post Office Department 

. 9—Department of State_- 
10—Department of the Treasury --__-- 
11A—Independent agencies 

(Atomic Energy Commission) 

(Civil Aeronautics Board) 

(Civil Service Commission) 

(Export-Import Bank of Washingtoi 

(Federal Civil Defense Administration) 

(Federal Communications Commission) 
11B8—Independent agencies 

\ 

{ 


ederal Home Loan Bank Board) 
ederal Deposit Insurance Corpor: 
‘ederal Mediation and Conci 


{ 


j 
I 
J 


Service) 
‘ederal Power Commissio 
ral Reserve System 
eral Trade Commissi 
(Foreign Claims 8 
of the United St 
General Aecot 


(G 


eneral Services 
ice nt agencr 
Housing and H 

indian Claims Commis 
Interstate Commer 

AT ttt need Aud 

wational AGVIS 

autic 


Pt. 11 D-~-Indepe 


Executive Orders 
Presidential Power 
Inquiries on the Employment Act of 194¢ 
Freedom of Information Legislation During the 85th Co 
Federal Real and Personal Propertv Inventory Report (Ci 
ian and Military) of the U.S. Government Covering 
Properties Located in Continental United 
Territories and Overseas ; of June 30, 1955 
\ Survey of Legislation Affecting the Solicitation 
tional Contributions. 





LD] 
oO 


Date issued 


December 1957. 


Do. 


M LV 1958. 
October 1958 
December 1958. 
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The committee engaged in considerable investigative work on many 
topics which did not eventuate in printed reports, and also extensively 
reviewed many cases of the Government’s utilization of excess prop- 
erty, and its disposal of surplus property, including donations to edu- 
cational and health agencies. The sum total of these efforts resulted 
in savings of many millions of dollars. 

In this report, each committee recommendation is followed by a 
statement setting forth the extent to which it has been fulfilled as of 
approximately January 1, 1959. From time to time, where it is con- 
sidered that an unfulfilled committee recommendation is especially 
important or where the agency is proceeding too slowly to fulfill a 
recommendation, the statement may specifically evaluate the continu- 
ing soundness of the recommendation and, where appropriate, em- 
phasize the need for its fulfillment. The absence of such evaluation 
or emphasis should not be regarded as committee acquiescence in any 
failure to fulfill the recommendations of the committee. 

It should be noted, also, that (1) this report refers to the committee 
structure, including subcommittee jurisdiction and chairmen, as of 
the 85th Congress; (2) in many instances the statements of results are 
in the nature of progress reports; and (3) in some cases effective com- 
pliance was neither requested nor expected until early in 1959. 

Since the Military Operations Subcommittee is concerned with the 
efficiency and economy of operations which account for more than 
half of the national budget, it is obvious that a review of investigations 
concerned with expenditures of such magnitude will loom larger in 
volume than some others. Shortness of time has prevented a com- 
plete compilation of the results from all the 11 reports which were 
based on studies by this subcommittee. Those included here are 
noteworthy and impressive. 

Neither the General Government Activities Subcommittee nor the 
Special Donable Property Subcommittee made formal investigative 
reports. Their daily work, however, was valuable and significant. 
Brief summaries of their work are included in this report. 

The following summaries of the accomplishments of the committee’s 
work are based on the data gathered under the direction of, and 
submitted by, the respective subcommittee chairmen as follows: 

William L. Dawson (Illinois), Executive and Legislative Reor- 
ganization Subcommittee 

Chet Holifield (California), Military Operations Subcommittee 

Jack Brooks (Texas), General Government Activities Subcom- 
mittee 

L. H. Fountain (North Carolina), Intergovernmental Relations 
Subcommittee 

Porter Hardy, Jr. (Virginia), International Operations Subcom- 
mittee 

John A. Blatnik (Minnesota), Legal and Monetary Affairs Sub- 
committee 

Robert E: Jones (Alabama), Public Works and Resources Sub- 

, Lommittee 

aedohn; W McCormack (Massachusetts), Special Donable Property 

200! ~Smbeownmittee 

John E. Méss (California), Special Government Information 
Subcommittee 
0G TE 3 
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It is the studied determination of this committee that investigative 
reports should never be allowed to molder in the Archives but should 
be a part of an unremitting crusade to attain economy and efficiency 
in the operations of the Government. The Committee on Govern- 
ment Operations makes this report as a witness of that determination 
and an augury of its pledge for the future. 








RECOMMENDATIONS AND RESULTS OF COMMITTEE RE- 
PORTS BASED ON STUDIES OF THE EXECUTIVE AND 
LEGISLATIVE REORGANIZATION SUBCOMMITTEE 


[H. Rept. 1281, 85th Cong., 2d sess.] 


REPORT ON REVIEW OF GENERAL ACCOUNTING OFFICE 
OPERATIONS IN pines AND THE MAJOR PROGRAMS 
COVERED BY THE KNERAL ACCOUNTING OFFICE IN 
THE EUROPEAN as 

Seventeenth Report by the Committee on Government Operations 


- 1 


a 4 4] Q Pte tags" or 
Submitted the Speaker on January 15, 1958) 


GENERAL ACCOUNTING OFFICE OPERATI > IN EUROPE 


(Agency Action Pursuant to Committes came 


Twenty-second Report by the Committee on Government Operations 


»~Armtt ‘ . - oy 4 ~l 14 1¢ ( 
FULVINILLed | ie Opecake mi Api 0, i JVd) 


Both Re eport 1281 and ‘port 1610 covered the committee’s review 
of oe neral Accounting Office activities in Europe, north Africa, and 
the Near East. The committee’s recommendations were set forth in 
Revue 1281 and are listed below. Report 1610 contained a summary 
of the agencies’ responses and actions pursuant to the recomme nda- 
tions of Report 1281. A summary of Report 1281, together with sub- 
sequent t developn nents, is set forth in the statements of results below 

The committee’s review was accomplished through staff investi 
gations in 10 estates and Asian countries and hearings conducted 
by the committee in 4 European countries. The reports reflect the 
findings of the committee with respect to the operations of the Euro- 
pean Branch, General Accounting Office, and are based on a review of 
all reports issued by the branch; a review of selected program opera- 
tions on which it has either issued reports or is in the process of con- 
ducting reviews; and a review of the operations of selected agencie 
and programs independently of current or prior General Accounting 
Office reviews. ‘The reports cove red six broad areas, as follows: 

(a) The right of congressional committees to hold hesrings in 
Government- opepae buildings in foreign countries (such as U.S. 
Embassy premises) without interference from any agency of 
Government. 

(6) European operations of the General Accounting 
respect to (1) expansi t the comprehensive audit approach in 
European operation; (2) improvement of the reporting procedure of 
the European Branch; and (3) modification of existing departmental 
or agency regulations which deny or impede access to information and 
records by the Compt oller General or his representatives 
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(c) Defense Department review of the military assistance program 
in the light of the Comptroller General’s recommendations regarding 
(1) accounting and reporting procedures; (2) internal audit and man- 
agement review program; (3) development of aggregate long-range 

costs; and (4) development of more realistic force . objectives for the 
countries being supported, and clarification of programing responsi- 
bilities of the Office of the Assistant Secretar y of Defense (International 
Security Affairs), Joint Chiefs of Staff, and the military perenenl. 

(d) Exclusion of foreign government taxes from U.S. offshore 
procurement contracts, and recoupment of such taxes which were 
not excluded from prior contracts. 

(e) Review and reevaluation by Departments of Defense and State 
of policies and procedures for exclusion of foreign government profits 
from offshore procurement contracts. 

(f) Residual value of U.S. construction abroad. 


RECOMMENDATIONS 


COMMITTEE HEARINGS IN EMBASSY BUILDINGS 
ABROAD (Recommendation, p. 3): 


The committee conducted open hearings in France, England, 
Germany, and Italy. These hearings were held in buildings 
under jurisdiction of the United States. However, when the 
committee arrived in Spain, it was informed that the Ambassador 
had been instructed by the State Department that the use of 
United States premises or facilities to hold a public hearing 


would be inconsistent with recognized rules of diplomatic mis- 
sions, and that American Government officials and employees 
would not be permitted to appear and testify at any such hearing 
held by the committee. 

By agreement and cooperation of the Ambassador, open 
briefings were then held at the Embassy with American Govern- 
ment officials and employees participating. This was deemed 
adequate for committee purposes, but was not an open com- 
mittee hearing. 

The committee insists on its right to hold hearings in the 
exercise of its sound judgment in accordance with the authority 
of the Congress and under the rules of the House of Represent- 
atives and the committee. No agency of the Government 
should interfere with this authority of the Congress. The com- 
mittee proposes to inquire of the Department ‘of State on this 
matter. 


Resvutts.—In response to committee inquiry (letter dated April 7, 
1958, from Second Acting Assistant Secretary of State for C ongres- 
sional Relations), the Department of State insists that “public” 
hearings by congressional committees on United States premises in 
foreign countries cannot be permitted under “applicable principles of 
international law and prac tice.’ The conclusion is principally based 
upon the theory that “open hearings” of congressional committees 
would be an exercise of a sovereign function of government. The 
committee rejected this theory on the grounds that (1) even if such 
an inquiry by a congressional committee be deemed an exercise of a 
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sovereign function, it did not involve foreign nationals in any way or 
otherwise affect the rights and privileges of a foreign nation, and (2) 
such hearings would be held on premises which, in contemplation of 
law, are United States territory. In any event, the committee 
believes that the State Department’s objections have no valid applica- 
tion to strictly intragovernmental inquiries, such as here involved. 

No further inquiry has been directed to the Department of State on 
this matter, and no further comment or response has been received 
from it. How ever, the committee staff, assisted by the Legislative 
Reference Service of the Library of Congress, has conducted a thorough 
research into available precedent for open congressional hearings 
abroad as well as applicable principles of international law, particu- 
larly those relating to extraterritoriality of diplomatic premises. The 
results of this research provide at least a prima facie rebuttal to the 
premise upon which the State Department’s position is based 
Accordingly, it is proposed to reopen the inquiry. 


EUROPEAN BRANCH, GAO 


STAFFING (Recommendation, p. 4): 

* * * it appears questionable to the committee whether 
the present contingent of 52 employees is a sufficient number to 
provide adequate and timely coverage of the many United States 
programs and operations in Europe, north Africa, and the Near 
East. * * * the possibility is suggested that a larger General 
Accounting Office staff in Europe might reduce the time required 
to complete assignments and permit more timely reviews and 
followup actions. 


Resvu.ts.—The Comptroller General, by letter dated April 14, 1958, 
presented a complete analysis of all factors involved in staffing the 
European Branch, from which he concluded that the present European 
staff would be able to handle the workload now visualized for that area. 
The conclusion was based on present estimates of prospective workload 
and present availability of supervisory groups to process the work 
results to completion. 


AUDIT COVERAGE (Recommendation, p. 4): 


* * * it is requested that the Comptroller General study 
further the desirability or practicability of expanding the compre- 
hensive audit approach in Europe, and furnish this committee 
with a report of his views on the matter. 


Resutts.—The Comptroller General, in his letter of April 14, 1958, 
reviewed the development of the comprehensive audit approach by 
the General Accounting Office and the principle of selectivity applied 
to its present use in conducting governmentwide audits, and explained 
that the same standards of selection and application of the approach 
are in effect in the European Branch as those applied to all General 
Accounting Office audit work. 

38079592 
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REPORTS (Recommendation, pp. 5 and 6): 
* * * [AJjnalysis indicates that less than one-fourth of the re ports 
submitted by the Branch are of such significance that the find ings 
and recommendations are brought to me attention either of th 
department concerned or of the Congress. * * * the committe: 
recognizes the possibility that undue em phi asis has bee plitted 
on the reporting process. * * * 

Although some recent improvements have been made in the 
required reporting processes of the Branch, it is recommended 
that the matter be reviewed by the Comptroller General with a 
view to utilizing man-hours consumed by useless report prepara- 
tion in effecting more timely reviews and reports on significant 
findings. * * * 

The record shows that comparatively few of the reports origi- 
nating in the European Branch have been transmitted to the 
Congress. Although a majority of these reports may not involv 
matters usually reported to the Congress, many of them eee 
be of interest and value to the Committee on Government Opera- 
tions. Accordingly, a report should be made to the Committe 
on Government Operations each month, listing by number, dat 
and title each European Branch report which has been finalized 
by the Washington office of the General Accounting Office during 
the preceding 30 days. * * * 


Resutts.—The Comptroller General expressed agreement with the 
committee’s views concerning useless report preparation. However, 


he explained that in a number of cases the information contained in 
the European Branch reports was used internaliy for such purposes 
as the settlement of claims, or the audit and settlement of account- 

able officers’ accounts. He stated further that continucus efforts are 
being made to eliminate the preparation of any reports which will not 
serve a useful purpose. In eelsdetion with the committee request for 
monthly information on reports received from the European Branch, 
the Comptroller General has complied fully; and such reports for eac! 

month through November 1958 have been received by the committee. 


ACCESS TO INFORMATION (Recommendation, p. 5): 

The committee concludes that since General Accounting Office 
employees are cleared for top-secret security, there should be no 
restriction placed on their access to any classified information. 
General Accounting Office’s ‘need to know” should be a matter 
for its own determination—not by the agency under review. 
Moreover, the committee sees no justificat tion for refusal by 
any agency to make available to General Accounting Office any 
internal report or working papers when requested to do so. 

The committee recommends that the department or agency 
concerned rescind or modify any executive or departn ental 
regulation, order, or directive which denies or in ipedes acces 
to any information the Comptroller General or his represe nta- 
tives may determine they need to meet their responsibilities. 


Resvits.—The Comptroller General forwarded for the record 
(pp. 18 to 21, H. Rept. 1610) a proposed Department of Defense 
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directive and revisions to existing directives dealing with General 
Accounting Office access both to defense information generally and 
to classified information. He identified certain features of the 
directive which were earls, but advanced the opinion that 
the proposals, if properly implemented, should provide a basis for a 
satisiactory We relationsh:p in the defense area. He stated that 
he had advised the Defense Department of his qualified approval of 
the proposed directives, but if any situation should arise in the future 
which made the proposed revised procedures unworkable, and thereby 
impeded the General Accounting Office in carrying out its duties and 
responsibilities, he would insist that the procedures be reconsidered. 


Defense Department Comment 


By letter dated April 25, 1958, the Department of Defense stated 
that discussions had been held on the matter of access to information 
and records with General Accounting Office representatives which 
had resulted in agreement on a revision to provide that General 
Accounting Office shall be given access to such records as are necessary 
to permit the carrying out of its duties and responsibilities. Reference 
also was made to discussion of the matter with Special Subcommittee 
No. 6 of the House Committee on Armed Services. 


State Department Comment 


By letter dated April 7, 1958, the Department of State advised 
that there was under consideration the possible delegation to principal 
officers at posts abroad of the authority to release to - properly qualified 
General Accounting Office personnel documents of all security classi- 
fications without reference to the Department. It was stated that 
the committee would be informed regarding any final action taken in 
that respect. It was further stated that the possibility of delegating 
to principal officers abroad authority now exercised by the Depart- 
ment could not be expanded to include a delegation to General Ac- 
counting Office, an agent of the Congress, which action would be 
necessary for adoption of the committee’s recommendation that 
General Accounting Office exercise sole determination of “need to 
know.”’ That opinion was based upon constitutional separation of 
powers between the three branches of the Government. The same 
reasoning was applied to the committee’s recommendation involving 
General Accounting Office access to internal reports and working 
papers. The Department’s refusal to concur in that recommendation 
was further based upon the theory advanced by the Attorney General 
in his testimony before a Subcommittee on Constitutional Rights of 
the Senate Judiciary Committee on March 6, 1958, a copy of which 
was submitted for the committee files. 


Committee Comment 


The Department of Defense issued the revised directives under date 
of July 9, 1958. The directives contained essentially the same provi- 
sions as the proposals tentatively agreed to by the Comptroller 
General, with one material exception. A new provision was added as 
follows: “Reports of the Inspector General and criminal investigation 
organizations shall not be furnished except upon approval of the appro- 
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priate departmental Secretary. Such reports may be summarized 
and the summaries, upon request, may be furnished with the approval 
of the appropriate departmental Secretary.”’ 

Not only was this provision adopted without approval of or con- 
sultation with the Comptroller General, but it is contrary to the 
recommendations of this committee. The seriousness of the prob- 
lem created by Defense Department refusal to grant to the General 
Accounting Office access to internal reports was clearly brought to 
light in hearings held before the Special Government Information 
Subcommittee of this committee on November 12 and 13, 1958. 
The subject of these hearings was the willful refusal of the Air Force 
to make available to the General Accounting Office certain Inspector 
General reports. The Comptroller General testified that such reports 
are necessary to the efficient and effective discharge of his statutory 
responsibilities; however, the Air Force has remained adamant in its 
refusal to make the reports available. In these circumstances, 
further consideration of the matter by this committee appears to be 
essential. 


MILITARY ASSISTANCE PROGRAM (Recommendation, p. 10): 


The committee recommends that the Department of Defense 
take immediate action to review and reappraise the military 
assistance program in the light of the Comptroller General’s 
conclusions and recommendations. It is also requested that 
the Department of Defense report to the Committee on Govern- 
ment Operations of the House of Representatives by April 1 
1958, the progress being made in accomplishing the remedial 
action indicated. 


Rusutts.—The Department of Defense responded to the above 
recommendation by stating that corrective action has been taken or 
is in process of accomplishment, and that a review of the program 
has been undertaken. No further report of action taken has been 
received to date; however, it is noted from recent Comptroller Gen- 
eral reports on specific country military assistance programs that 
-yme of the originally reported deficiencies still exist. Further 
fo.’ »wup by the committee appears necessary. In that connection, 
the Comptroller General will be requested to submit his appraisal 
of the corrective action taken on his original recommendations in the 
light of the findings reported as a result of his more recent examina- 
tions. 


LOCAL TAXES IN OF FSHORE PROCUREMENT CONTRACTS 
i Recommendation, p. 11): 

It is recommended that the matter of tax recoupment be given 
unmediate attention by the Department of Defense in order to 
clarify policy and procedure at the operating level, and to provide 
uniform guidance to the procurement agencies. 


Rusutts.—In its 22d report—House Report No. 1610—the com- 
mittee reported informal advice from the Defense Department to the 
effect that action was being taken to develop clarifying guidance to 
the operating agencies in the matter of recoupment of local taxes in- 
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cluded in offshore procurement contracts and the exclusion of such 
taxes from future contracts. Subsequent to that report, the Secre- 
tary of Defense advised by letter dated September 2, 1958, that a total 
of $896,053 in local taxes had been recovered to date, and that there 
was a possibility of recovering an additional $257,074, representing 
disputed amounts involved in seven Italian contracts. Copies of 
Departmental directives were also submitted evidencing the action 
taken to clarify policies and procedures at the operating level. 


FOREIGN GOVERNMENT PROFITS (Recommendation, pp. 12 
and 18): 

The committee recommends that the matter of foreign govern- 
ment profits be reviewed and reevaluated by the Department of 
Defense and the Department of State. If, as indicated to the 
committee, the matter involves diplomatic and political con- 
siderations which render imprudent further pursuit of the nego- 
tiations, this fact should be finally determined immediately and 
negotiations terminated. That course would appear particularly 
advisable if little probability of recoveries exists. 

In the event further consideration of the matter indicates that 
the present policies should be continued, the committee recom- 
mends that immediate action be taken to clarify the joint au- 
thority so the parties at the operating level will know where the 
responsibility lies. 


Resutts.—A joint Defense-State-General Accounting Office staff 
group made a Europe-wide survey of the Government profits problem 
in January and February, 1958. The complete report of this survey 
group is included as appendix 2 to House Report 1610. 

The conclusion of that group was that the matter of profit recoup- 
ment and exclusion of the profit factor from future contracts should 
be pursued and that political considerations were not such as to render 
action in that respect unwise. The group recommended the early 
issuance of instructions to the field in order to clarify responsibilities 
and provide guidance. The group prepared a draft directive 
implementing its recommendations, and it was reported that the 
draft was being reviewed by the departments concerned at the date 
its report was foriratded to the committee. Followup action to the 
departments is being initiated by the committee. 


RENTAL OF GOVERNMENT-OWNED MACHINE TOOLS 
(Recommendation, p. 12): 


In one case the United States gave $112 millions in machine 
tools to the United Kingdom. These tools were rented to various 
companies from whom the United States was purchasing. The 
rental paid by the companies was included in the cost to the 
United States. +. - ee 

Finally, in 1957 an agreement was negotiated‘ between the 
United States and the United Kingdom eliminating such charges 
in the future. 
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Nothing has been done regarding the prior improper contract 
charges. It was implied in testimony given that it probably 
was impossible and uneconomical now to go back and seek to 
recover such charges. 

The Department of Defense and the State Department should 
make it clear whether they will recommend the recovery or 
abandonment of such charges wherever they have been made. 


Resutts.—The joint Defense-State-General Accounting Office 
staff survey group recommended that the United States Commander in 
Chief, Europe, pursue with the United Kingdom the assessment of 
past charges for machine-tool rentals, but that any attempt to 
examine into similar charges in other countries was not administra- 
tively feasible. 

With respect to research and development costs, the joint group 
cited a recent agreement with the United Kingdom whereby that 
Government waived these charges in all future offshore procurement 
contracts for supplies to other NATO and Baghdad Pact countries. 
The group recommended that negotiations be undertaken to achieve 
similar agreement with other NATO countries. 

No further report has been received from the departments involved 
as to action taken to implement the survey group’s recommendations. 
Committee followup on this matter is being initiated. 


RESIDUAL VALUE OF U.S. CONSTRUCTION—UNITED 
KINGDOM (Recommendation, pp. 12 and 18): 


In England the committee found that many of the bases and 
installations constructed with United States funds either have 
already been returned or are in the process of being returned to 
the British. ‘These bases represent a U.S. investment of several 
hundred million dollars. Nothing has been done to date to reach 
an agreement for paying the United States for the usable facili- 
ties, buildings, as equipment left on the land. The Third Air 
Force requested instructions and guidance from Washington on 
the problem almost 1 year ago. No action has been taken and 
no policy established whereby the operating service can ade- 
quately protect the Government’s interest in this matter. 

The committee recommends that immediate action be taken 
by the State Department and the Department of Defense so 
that an agreement may be negotiated with the United Kingdom 
on this matter. The committee further recommends that im- 
mediate policy guidance be given to the Third Air Force before 
any more of these bases are returned. Otherwise the negotiating 
position of the United States on this issue will be destroyed. 


Resvutts.—See under following recommendation. 


RESIDUAL VALUE OF CONSTRUCTION—OTHER COUN- 
TRIES (Recommendation, :p. 13): 


Problems similar to those noted in the United Kingdom doubt- 
less will arise soon in other countries where U.S. construction 
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projects have been carried on. The committee understands that 
the matter of residual values has not been resolved in any of these 
countries, and strongly recommends aggressive action in that 
direction in order that definitive policy may be established before 
it becomes necessary to return any of the construction back to 
the government involved. 






Resutts.—The committee was advised that steps had been taken 
to inform the British Government that the matter of residual value 
of United States military installations in the United Kingdom will 
© raised at a later date. This would apply to bases already returned 
as well as those which may be returned in the future. 

The Defense Department advised that military representatives in 

he United Kingdom will assist embassy officials in the negotiations 
yar that it was anticipated that instructions will be dispatched in 
the near future. 

No comment has been received on the committee recommendation 
dealing with residual values in other countries. 

This matter will be followed up further by the committee in order 
to learn the current status of the action being taken. 





[H. Rept. 2552, 85th Cong., 2d sess.] 


RESEARCH AND DEVELOPMENT 
(Office of the Secretary of Defense) 


























Thirty-second Report by the Committee on Government Operations 
(Submitted to the Speaker on August 12, 1958) 


This is the first report resulting from the committee’s study of the 
research and development ope rations of the Federal Government. In 
the report the committee makes 22 recommendations designed to lead 
to improvements in the operations of the Office of the Secretary of 
Defense in the research and development field and in the budgetary 
and accounting procedures related thereto. 

The committee found that (1) the funds requested and appropriated 
for military research and development have not kept pace with rising 
costs, resulting in a lowered level of effort; (2) even after moneys have 
been appropri iated, e xpenditure limitations, cumbersome procedures, 
and repeated, detailed rev iews ; have se riously impeded the research and 
development effort; and (3) “organizational units, procedures, and con- 
trols have been multiplied and complicated so that research activities 
have become enmeshed in a web of redtape that threatens to stifle 
the initiative and imagination of the men we must count on for our 
scientifie advancement.” 

Che report makes recommendations on the following subjects: 


¥ 


(a) Organizational Structure for Research and Develop- 
ment: Office of the Secretary of Defense. 
(b) The Financing of Military Research and Development 
(c) The Problem of Retrenchment. 
(d) Research and Planning for the Future. 
(e) Duplication and Interservice Rivalry. 
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(f) The Transition From Research to Development and 
Production. 

(g) Need for Management Study at the Office of the Sec- 
retary of Defense Level. 


RECOMMENDATIONS 


OFFICE OF SECRETARY OF DEFENSE (Recommendation No. 1): 
The Secretary of Defense should take advantage of his present 
opportunity to reorganize his own office in a manner which will 
integrate rather than further splinter the control of research and 
development at his level. Such reorganization should establish 
clear lines of authority running to the Director of Defense Re- 
search and Engineering as the top official in this field directly 
below the Secretary. 


Resu.ts.—The chairman transmitted this report to the Secretary 
of Defense on August 20, 1958, and asked him to report back by the 
end of January 1959 on the action taken to implement this recom- 
mendation. Subsequently the appointment of a Director of Defense 
Research and Engineering was delayed until December 24, 1958, 
when Dr. Herbert F. York was appointed to the position. In a letter 
of February 2, 1959, Deputy Secretary of Defense Donald A. Quarles 
stated that Dr. York will have as a principal objective the further 
improvement in management of the entire research and engineering 
program of the Department of Defense. It appears, however, that 
as of February 2, Dr. York had just begun seriously to study the 


problems involved. Chairman Dawson has asked the Secretary of 
efense to submit a further progress report by December 1, 1959. 


MULTIPLE REVIEWS (Recommendation No. 2): 

At the same time strenuous efforts must be made by the Secre- 
tary of Defense to eliminate layers of review and minimize de- 
tailed reviews of project operations: To the extent possible such 
direction and control should be accomplished through effective 
program leadership rather than through negative fiscal actions 
at critical periods of the projects’ development. To the extent 
feasible task forces of subordinates with both authority and re- 
sponsibility should be utilized to monitor important projects 
with a minimum of multiple reviews. 


Resutrs.—In his letter of February 2, 1959, Deputy Secretary 
Quarles stated: 


The Director of Defense Research and Engineering will 
give consideration to the points raised by this recommenda- 
tion together with all other factors affecting the management 
of DOD research and engineering programs. 


PLANNING FOR FUNDS (Recommendation No. 3): 

In their financial planning, the Department of Defense and 
the Bureau of the Budget should recognize and carry out the 
intention of Congress that research and development funds be 
available in a manner which will insure the advancement of 
military research and development programs at optimum rates. 
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Resuues.-~Deputy Secretary, Quarles’ letter of February 2 stated: 


This recommendation will be carried out subject to the in- 
escapable changes in plans which'occur between the time of 
budget planning and: budget’ execution. 


REVIEW OF FISCAL PROCEDURES (Recommendation No. 4): 


Fiscal operations should be geared to promote research and 
development,’ not’ to hamper it: The Department of Defense is 
requested, to, review, its. fiseal,, budgetary, expenditure, and 
accounting, procedures and,|to report back, to the committee by 
January 1,,1959,.om the steps that, have or can be taken adminis- 
tratively; and on, legislation needed, to, secure this, objective, 


REsvuLTs..-In,a, letter of January 7, 1959, to Chairman) Dawson, 
Deputy, Secretary of Defense Donald A, Quarles. reported: 


Recognizmy that budgeting, financing, and accounting are 
the fiscal translations of program planning and execution, the 
Department of Defense has recently initiated several actions 
that will bring iabout' improvements in present practices in the 
research and development ‘area and essentially implement 
the philosophy expressed in recommendation No. 4: 

1. A ‘new budget structure ‘is! being introduced for fiscal 
year 1960 for the research, development, test, and evaluation 
(R.D-T. &'E) programs based on uniform criteria for this 
‘broader area. ‘The more limited area previously covered by 
the “Research and development” appropriations is being 
broadened and in addition related areas under “Procurement 
and production” appropriations will be separately identified. 
These changes are ‘expected to provide for better and more 
uniform identification of the R:D:T.: & E. programs and to 
maké possible improved planning, management ‘and funding 
ofthese programs. 

2. A joint study by representatives of Department of 
Defense, Bureau of the Budget and General Accounting 
Offices currently underway looking into all facets of program 
management for R.D.T. & E. in the Department of Defense 
with the, specific objective of providing a basis for mprove- 
ment ‘in the finantial management, of the program. This is 
one phase of.a study covering all appropriation areas. 

3. In line with the changes in the appropriations structure 
outlined above, separate action has been initiated to review 
with the military departments and to revise the present 
reporting | and. elassification system used. for research and 
development, programs... This is planned as an extensive and 
comprehensive effort leading toward a compatible system of 
reporting and. classification to meet both the internal. re- 
aoa s of each of the military departments and those of 
the OSD ‘covering to the extent practicable both technical and 
fiscal data needed for effective management at all levels. 

In view of, the rather broad and complex nature of the 
subject to which recommendation No. 4 is addressed, no 
ven items of required legislation can be identified at 
this time. 
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CON a PROCEDURES AND TERMS (Recommendation 
0. 6): 


The Department of Defense should review present methods of 
contracting for research and development services with a view 
toward developing distinctive contract procedures and terms 
suitable for research and development rather than handling such 
contracts in the same manner as those for the production and the 
procurement of materiel and supplies. 


Resutts.—In his letter of February 2, Secretary Quarles stated: 


Much of our procurement procedures are common both to 
contracts for research and development and to contracts for 
the procurement of materials and supplies. For instance, 
many of the contract clauses are mandatory in both types of 
contracts and many of the procedures or instructions are 
applicable to both types of contracts. The same purchasing 
office often makes both types of contracts. It would, there- 
fore, be duplication and misleading to issue separate instruc- 
tions for the two types of contracts when the instructions were 
in fact identical. 

On the other hand, distinctive contract procedures and 
terms are provided for research and development contracts 
whenever it is considered that the research and development 
contracting situation requires different treatment. For 
example, paragraphs 8-406, 8-704, 9-107, and 13-505; 
bers 3, section XV; and appendix C of the Armed Services 

rocurement Regulation provide specialized treatment for 
research and development contracts. 

In addition, there is currently under development parts 3 
and 4 for section VII of ASPR on the subjects of ‘Clauses for 
Fixed Price Research and Development Contracts,’’ and 
“Clauses for Cost-Reimbursement Type Research and 
Development Contracts,” and a proposed DOD directive on 
the subject of “Policy in the Awarding of Research and 
Development Contracts.” 


ASSISTANT SECRETARY—BUDGET PROCEDURES (Recom- 
mendation No. 6): 


In this era when effective military research and development 
is a most vital (if not the most vital) element for our national 
survival, the Assistant Secretary of Defense (Research and Engi- 
neering) or his successor! should participate fully and actively 
in all stages of the budgetary process. 


Resuutrs.—The Department of Defense has informed the committee 
that it intends to comply fully with this recommendation, stating in 
the February 2 letter: 


The Director of Defense Research and Engineering will 
participate fully and actively in all stages of the budgetary 
process. 


1 The Office of the Director of Defense Research and Engineering, which was established within the 
Department of Defense by the Defense Department Reorganization Act of 1958 (act of Aug. 6, 1958, 72 Stat. 
514, 520; Public Law 85-599; 5 U.S.C. 17le), has assumed the function of the former office of Assistant 
Secretary of Defense (Research and Engineering), 
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ASSISTANT SECRETARY—SPECIAL RESEARCH FUND 
(Recommendation No, 7): 

The Assistant Secretary or his successor! should have avuil- 

able at least a small budget under his direct control to expend 

in positive basic or applied research, activity. This can be 


wee under the Department of Defense Reorganization Act 
of 1958. 


Rersutts.—Deputy Secretary Quarles’ letter of February 2 stated: 


This possibility is one item to be considered by the new 
Director of Defense Research and Engineering but no specific 
action is contemplated at this time. 


THE PRESIDENT (Recommendation No. 8): 


Public opinion and Congress must insist that the President 
authorize the Department of Defense to fund and carry out the 
type and size of military research and development program those 
directly charged with our military affairs believe is necessary for 
the security of our Nation, 


Resu.ts.—In order to give publicity to this recommendation, sev- 
eral hundred copies of the report have been distributed through 
interested organizations and to individuals. In addition, a copy has 
been sent to each Member of the 86th Congress. 


EMERGENCY FUNDS (Recommendation No. 9): 


With an increase in its emergency funds, the Department. of 
Defense should make every effort to obtain optimum funding of 
promising projects without draining funds away from other proj- 
ects so as to cause them to be delayed and stretched out. 


Resutts.—In his message to the Congress on January 19, 1959, 
concerning the Federal Budget for fiscal year 1960, the President 
requested an emergenc fund of $150 million, the same amount as 
provided by Congress for fiscal year 1959. (H. Doc. No. 15, 86th 
Cong., Ist sess.). The Department of Defense states that this is the 
general objective of the emergency fund, 


eae BASED ON NATION’S NEEDS (Recommendation 
0. 10): 


In the new organization of the Department of Defense, the 
Secretary of Defense should insure that every effort is made to 
establish the military research and development program on. the 
basis of the Nation’s needs, in a framework of appropriations 
and fiscal controls which will advance research progress rather 
than impede it 


ReEsuutts.—Deputy Secretary Quarles’ letter of February 2 stated: 


An improved appropriation structure for research and 
development has been introduced for fiscal year 1960. This 


See footnote on p. 18. “ 
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new structure will place more\of the total program under the 
direct guidance and control of the Director of » Defense 
aeuedh and Engineering. | Although, military. personnel, 
military construction, and. some procurement and operations 
and maintenance costs supporting research and development 
will still remain in other appropriations, most of the direct 
costs through the test and evaluation phases will be ineluded, 
in the revised appropriation. This is expected to result in a 
reduction of administrative problems ‘of coordination ‘and 
time-consuming paperwork, and at the same, time, provide 
greater funding flexibility for, exploiting; promising, deyelop- 
ments. Further effort on, improving, the, budgeting, and 
accounting structure for research and development is 
progressing as indicated in the status report for recom- 
mendation No. 11. 


NEW: ACCOUNTING CLASSIFICATIONS (Recommendation’ No. 
11): 

The Department of Defense and the General Accounting Office 
are requested to review carefully the methods of accounting for 
military research and development expenditures with a view, to 
instituting a, system of accounts and expenditures, classifications 
which will enable the Secretary of Defense to report. with reason- 
able accuracy expenditures for research and, expenditures for 
development. The Secretary of Defense is requested to report 
to the committee by January 31, 1959, on the results of such a 
review. 


Resutts.—Conferences were held by the committee staff, with 
representatives of the General Accounting Office, on, this, subject on 
November 7, 1958, and with General Accounting Office and Defense 
Department representatives on December 9, 1958. Both agencies 
are working on this matter and definite progress seems!to have been 
made, in improving | accounting procedures’ 'as, the recommendation 
suggests, Both agencies, however, agree that, the, study. and) work 
on improvements will require at least an additional year, 

In his February 2 letter, Deputy Secretary Quarles stated: 


The Department of Defense has a number of ‘thajor actions 
underway for improving financial management of its research, 
development, test, and evaluation (R.D.T. & E.) programs. 
Some improvements ‘will be effected ‘in’ fiscal ‘year’ 1960)’ 
Others, requiring more time, will be implemented ‘on-‘u 
gradual basis. 

Of these actions, the most significant are thosé: which are 
designed ‘to minimize: the fractionization ‘of: the) costs of 
R.D.T: & E. programs in : different) appropriations. }oSueh 
improvements ‘are prerequisite to’ mproved'' (and more 
accurate) budgeting, funding, accounting, and’ reporting ‘for 
these programs. It should be recognized, however, that so 
long as ‘technological’ progress ‘makes’ it “possible ‘and ‘the 
world situation requires, the Department,,of, Defense will 
plan and conduct urgent programs.having overlapping phases 
and that programs and budgets will reflect these needs. 
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‘The. Office of, the: Secretary of Defense has developed and 
prescribed. the, uniform criteria governing the realinement of 
appropriation boundaries as between R,D.T. & E. programs 
procurement and production programs, and operation and 
maintenance programs. 

In fiscal year 1960 new appropriations will be established 
for the R.D.T. & E. programs of the Department of Defense. 
These new. appropriations will.include the present research 
and development appropriations, plus, those items which 
are clearly of & research and development nature, inéluding 
related minor items of test and evaluation. Other major test 
evaluation ‘items will be separately identified in the various 
appropriations and programs. 

Uxcept for refinements, the pattern of budget account 
classifications under the new R.D.T. & E. appropriations will 
be the same as that of the present R. & D. appropriations. 
This primary classification of accounts is the most meaningful 
from: the standpoint of the day-to-day management needs of 
the. Department, of Defense. |It is essential that it, be con- 
tinued! as the basis for presentation and justification of 
budgets, the admimistration of funds after the Congress has 
approved the programs and projects, and as the basis of 
accounting and reporting on performance in relation to the 
approved programs and projects. 

As a longer range matter, and as part of the Department 
of Defense’s overall, program for improving financial manage- 
ment in the Department of Defense, improvements in the 
R.D.T. & E. area are being given special attention. The 
Department of Defense has established a special proj ect under 
the sponsorship of the Defense Committee on Participation 
in the Joint Accounting Improvement Program (consisting 
of representatives of the Bureau of the Budget, Treasury 
Department, General Accounting Office, and the Department 

of Defense) for the Pa ieee of financial management in 
the area of R.D.T. & E. 

The project is currently in the factfinding stage. After this 
phasé is completed, committee representatives will jointly 
prepare a proposed DOD directive setting forth the policies, 
principles, and guidelines governing!the specific improvement 

+ saber to be undertaken in the Office of the Secretary of 
De ense'and in each military department. 


ORDERLY RETRENCHMENT (Recommendation No. 12): 


A definitive policy should be established in the Department of 
Defense with respect to the orderly retrenchment of scientific 
projects. when: such retrenchment; becomes unavoidable. . This 

olicy should include adequate guidelines at appropriate echelons 
ioe the Executive Office of the President to the Office of the 


Secretary .of Defense, thence to the military departments and 
the various constituent units involved. 
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Resvuvts.~-In his letter of February 2, Deputy Secretary Quarles 
supplied one answer for questions 12, 13, and 14, reading as follows: 


The Director of Defense Research and Engineering will 
take the necessary action to carry out the intent of these 
recommendations. 


TERMINATION OF GOOD PROJECTS (Recommendation No. 18): 


A policy should be developed with the aim of preventing the 
sudden termination of research projects that have been approved 
and. are making good progress. Research should be advancing 
rather than remaining static or going backward. 


Resutts.—See ‘“‘Results’”’ under recommendation No. 12. 


BREAKING UP TECHNICAL TEAMS (Recommendation No. 14): 


Despite the needs of funding, all concerned must recognize 
that it is unwise and wasteful to develop a research capability 
by encouraging and building up through fiscal support highly 
skilled technical teams and costly facilities and then to allow 
them to break up because of shortsighted and poor planning, 
managing, and funding. 


Resutts.—See “Results” under recommendation No 12. 


CIV AY DIRECTION OF SOME RESEARCH (Recommenda- 
tion No..15): 


This committee believes that new and improved methods of 
research and development administration should be tried out. 
Four years ago this committee recommended that the Secretary 
of Defense, through his Assistant for Research, should proceed 
with some research on his own It is the belief of this committee 
that this need is even stronger today; there should be some 
research carried out under civilian direction from the top echelons 
down through the lowest working levels. 


Resutts.—Deputy Secretary Quarles’ letter of February 2 stated: 


The Director of Defense Research and Engineering will 
give active consideration to this recommendation. 


SPECIAL UNIT FOR NOVEL WEAPONS (Recommendation No. 
16): 


A small experimental unit of full-time scientists should be es- 
tablished in the Office of the Secretary of Defense, perhaps as a 
part of the Advanced Research Projects Agency (ARPA), with 
the specific purpose of giving complete attention to the outlook 
for radically new and novel weapons. This unit would work 
entirely independent of the military services but in cooperation 
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with them under the Office of the Secretary of Defense. This 
unit would be authorized to do its own research as well as contract 
work, It should be clearly understood, however, that its work 
would be performed under civilian direction with close military 
cooperation, 


Resu.ts.—Deputy Secretary Quarles’ letter of February 2 answers 
recommendations 16, 17, and 18 as follows: 


Recommendations No. 16 through 18 involve organiza- 
tional changes and new procedures which must follow the 
pattern to be laid down by the Director of Defense Research 
and Engineering after he has surveyed the existing situation 
and determined the most urgent needs. 


LONG-RANGE PLANNING (Recommendation No. 17): 


The organization for research and development in the Depart- 
ment of Defense should encompass the concept of long-range 
planning. 


Resuuts.—See ‘‘Results’”’ under recommendation No. 16. 


SPECIALIZED RESEARCH (Recommendation No. 18): 


The Secretary of Defense should investigate as quickly as pos- 
sible the idea of assigning specialized research in various technical 
areas such as ferrous metals, electronics, aerodynamics, etc. For 
these specialized tasks it would seem reasonable to establish a 
new kind of research commission, institute, or foundation with a 
clearly defined charter or contract which could be readily earried 
out and evaluated on a periodic basis. 


Resutts.—See “Results’’ under recommendation No. 16, 


PARALLEL RESEARCH (Recommendation No. 19): 


There has been for too long a tendency in military research 
to be restrictive because the future is uncertain. It is the belief 
of the committee that wise management of research and early 
development may require parallel efforts in order to reach the 
best choices in weaponry. This policy would need to be care- 
fully worked out so that there be a clear understanding of, the 
desired end; namely, that the multiple approaches to research 

roblems, carried on so well in the competitive civilian economy, 
be utilized in the military program. 


Resvu.ts.—Deputy Secretary Quarles’ letter of February 2 stated, 
with respect to recommendations 19 and 20: 


No specific action has been taken with respect to these 
recommendations. However, the Director of Defense Re- 
search and Engineering will actively consider these 'recom- 
mendations. 
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TRANSITION FROM RESEAROH TO PRODUCTION (Recom- 


mendation No: 20): 


Followup of the preceding recommendation ‘calls’ for a’ clear 
statement of a policy on the part ‘of the Office of! the Secrétary 
of Defense which will demarcate the stages of research) dévelop- 
ment, and production through which a weapons system passes, 
and establish the responsibility for the making ‘of the decisions’ to 
proceed from one stage to the néxt. 


Resutts.++See “Results” under, recommendation No, 19. 





POLICY AS TO “DEAD-ENDS”: (Recommendation: No: 21): 


The committee recognizes.that in any large research and 
development program there will be projects that.reach dead ends. 
No one would quarre? with terminations ‘based on valid’ techhical 
reasons. ‘The committee! believes that: a policy should be estab- 
lished |in the administration of research whereby ‘there’ is clear 
understanding of the projects underway, there is ‘appropriate 
review of them, and discontinuance of failing efforts. This does 
not mean that there be stifling supervision, but rather, enlightenéd 
scientific direction which is enhanced by forward-looking mange- 
ment. 


Resutts,---Deputy Secretary Quarles’ letter of February 2, stated: 


The Director of Defense Research’ ‘and Engineering will 
carry out the intent of this recommendation: 





MANAGEMENT SURVEY OF DOD (Recommendation No. 22): 


The committee urges, therefore, that a study of the organi- 
zation and management, of research and, development activities 
of the Department of Defense, excepting the three military depart- 
ments, be undertaken as soon-as possible. It is recommended 
that the services of a reliable, well-known, firm of, management 
consultants be assigned this important task. 


Resvuits.—The committee staff’ has’ been inforiied' that’ several 


firms have contacted the Defense Department about such’ a’ study. 
One firm which contacted ‘the committee was reférred' to the Admin- 
istrative Assistant to the Secretary of Defense; who is°handling the 
matter. 





Deputy ‘Secretary Quarles’ letter ‘of February 2 stated: 


Since his appointment, the Director of Defense Research 
and Engineering has been seeking competent advice from 
within and outside the Department,of Defense,,; He will 
consider the desirability ,of employing an. outside firm. of 
management consultants at the appropriate time. 
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[H. Rept. 2661, 85th Cong., 2d sess.] 


IMPORTATION OF FOREIGN EXCESS PROPERTY 


Thirty-seventh Report by the Committee on Government Operations 
(Submitted to the Speaker on August 18, 1958) 


Section 402 of the Federal Property and Administrative Services 
Act of 1949 (act of June 30, 1949; 63 Stat. 377, 398; 40 U.S.C. 512) 
prohibits imports of foreign excess property unless the Secretary of 
Commerce determines that the importation of such property ‘“‘* * * 
would relieve domestic shortages or otherwise be beneficial to the 
economy of this country, * * *.”’ Representatives of 12 different 
industries charged that the Department of Commerce was issuing 
permits allowing the importation into the United States of foreign 
excess property sold overseas at prices ranging from 4 to 10 percent 
of the acquisition cost. This led to public hearings. 

This report makes six recommendations concerning the problems of 
foreign excess property importation. (The report also discusses other 
pechienib not directly related to the importation of foreign excess 
property, such as simultaneous military buying and selling of the same 
type of goggles, the contradictory policy within the Commerce Depart- 
ment regarding ferrous scrap, etc.) 


RECOMMENDATIONS 


REPORTS TO COMMERCE BY CUSTOMS (Recommendation 
No. 1): 

The Commerce Department and the Customs Bureau should 
provide administratively that, after a permit expires, the customs 
officers at the port of entry shall report back to the Commerce 
Department the amount and nature of the foreign excess property 
imported pursuant to that permit. 


Resutts.—The Comptroller General has informed the committee 
that the Bureau of Customs has issued instructions to all collectors of 
customs requiring that information be transmitted to the Department 
of Commerce concerning (1) actual importation of property under 
licenses issued by the Department of Commerce; (2) entry and final 
disposition of foreign excess property imported under bond for re- 
exportation. 





MORE ACCURATE DESCRIPTIONS ON PERMITS (Rece- 
ommendation No. 2): 

The Commerce Department should enforce its regulations so 
as to obtain an accurate description of the goods for which permit 
applications are made. Such detailed description should be 
carried over to, and become a part of, the import permit. 


Resutts.—The Business and Defense Services Administration, 
Department of Commerce, recently issued new regulations which 
revoke and supersede Foreign Excess Property Order 1, as amended 
(15 F.R. 5847; 21 F.R. 7717; 44 CFR pt. 401). The new regulations, 
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Foreign Excess Property Order No. 1 (revised), became effective 
January 15, 1959 (24 F.R. 366). 

A new foreign excess property importation application form (Form 
FEPF-1 (1-7-59)), reproduced as annex 1 in the new regulations, is 
being used by the Commerce Department. Item 3 of that form 
requires a detailed description of property, stating, as far as practi- 
cable, the price paid, make, type, and quantity, etc. If properly 
enforced, the new regulations should fulfill the committee's 
recommendation. 


MORE DEFINITE CRITERIA (Recommendation No. 3): 

The Secretary of Commerce is responsible under the law and 
should formulate more definite criteria under which specialized 
information would be utilized in every case to serve as a guide 
for the foreign excess property officer in making his determination 
that the importation of specific goods “will relieve domestic 
shortages or otherwise be beneficial to the economy of this 
country, * * *.” The applicant should be required, as a condi- 
tion precedent to the consideration of his application, to furnish 
data appropriate to the criteria. False information would make 
the dgplicant liable to prosecution. 


Resutts.—Section 401.4 of the new regulations referred to under 
recommendation No. 2 gives more explicit meaning to the phrases in 
the act which constitute the test as to whether foreign excess propert 
may be imported to the United States. This section begins wit 
general interpretations.of ‘‘shortages”’ and “beneficial to the economy 
of this country.” It then lists a series of detailed “criteria and 
principles,’’ which provide that— 


(a) There must be an affirmative finding of shortage or 
benefit; 

(6) Potential shortages, indirect benefits, or price will not 
be considered; 

(c) Alternate available domestic products can replace 
scarce items; 

(dq) A product may be considered scarce if not domestically 
procurable within customary lead-time limits; 

(e) The estimated duration of an established shortage must 
be evaluated; 

(f) Shortages must be determined on a national, not local, 
basis; 

(g) A history of substantial imports of a product is not con- 
clusive of a domestic shortage; 

(hk) Availability of a product on special order in this 
country will not preclude a finding of shortage; 

(t) Unique items, like museum pieces, may be considered 
beneficial to the economy; 

(j) Expenditures for labor, materials, etc., may be con- 
sidered in determining benefit to the economy; 

(k) Property presumably of lend-lease origin will be 
regarded prima facie as foreign excess property; and 

(2) Information besides that furnished by an applicant 
should be considered. 
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Under section 401.15 of the new regulations, willful false statements 
or representations will be considered criminal violations (18 U.S.C. 
1001). This fact is noted on each foreign excess property import 
application. 

If properly enforced, the new regulations should fulfill the com- 
mittee’s recommendation. 


REPORTING USE OF GOODS (Recommendation No. 4): 

The Commerce Department should forward to the importer 
along with the import permit a form which must be returned 
to the Department containing answers to specific questions de- 
signed to show how the foreign excess property enters the stream 
of domestic commerce. When goods are subject to bond, as 
scrap or for reexport, administrative measures should be taken 
to insure that evidence of compliance with the terms of the bond 
is furnished the Commerce Department. 


Resutts.—The Bureau of Customs has increased the required bond 
from two to three times the importer’s declared value for property to 
be reexported. This increase will reduce the possibility that importers 
will deliberately forfeit their bonds and dispose of the imported mate- 
rial in the United States. In the case of scrap, the Department of 
Commerce under the revised regulations will issue permits individually 
for scrap importations in accordance with the criteria and principles 
stated in the revised regulations. The Comptroller General advises 
that the Bureau of Customs is preparing instructions to customs 
inspectors providing (1) that scrap should contain no usable end items, 
(2) that inspectors should be alert to identify any usable equipment 
items, and (3) that the Custom Bureau’s investigative staff should 
visit scrap yards and steel plants to check on items identified as pos- 
sibly usable, and to verify that they are actually disposed of as scrap. 

In addition, the Bureau of Customs will permit foreign excess 
property to be brought into, the United States for reexport without 
requiring that such property be reconditioned or repaired. The 
Comptroller General states that this revision has been made because 
reconditioning is not pertinent to the intent of the law which is de- 
signed merely to govern the importation of goods for use in the 
United States. 


NUMBERING OF IMPORT PERMITS (Recommendation No. 5): 


All import permits issued by the Department of Commerce 
should be numbered for identification and control purposes. 


Resuuts.—The new foreign excess property importation application 
form referred to under recommendation No. 2 provides space for 
numbering. 


INVESTIGATION BY GAO (Recommendation No. 6): 
The General Accounting Office is requested to investigate, 
under the direction of the Government Operations Committee, 
the adequacy of compliance and control procedures within the 





RESULTS FROM RECOMMENDATIONS 


Department of Commerce and among the Departments of Com- 
merce, Treasury, and Defense and report to the committee by 
January 31, 1959. These and related matters should be covered 
by the General Accounting Office report: 

(a) Adequacy of factfinding and review by foreign excess 
property officer as basis for issuance of permit. 

(b) Utilization of industry and commodity specialists in fact- 
finding process. 

(c) Adequacy of specification of material to be imported. 

(dq) Adequacy of ‘dantification of items actually imported with 
material covered by permits. 

(e) Adequacy of bonding procedures. 

(f) Evidence of noncompliance with condition of import where 
foreign excess property brought in as scrap and then diverted to 
use as end item. 

(g) Evidence of noncompliance with condition of import where 
foreign excess property brought in to be reconditioned and re- 
exported but then sold into commerce of the United States and 
never reexported. 

(h) Coordination of policies and procedures of Commerce, 
Treasury, and Defense Departments. 

(i) Evidence of U.S. Government buying back foreign excess 
property. 

(7) Adequacy of compliance by foreign excess property disposal 
officers with applicable regulations and procedures. 

(k) Whether United States is getting reasonable return of 
revenue on foreign excess property. 


Resutts.—The Comptroller General has advised the committee 
as follows: 


Our review of the effectiveness of the revised regulations, 
practices, and organization was necessarily limited to the 
relatively few applications for import licenses which have 
been processed by the Department since giving effect to 
these revisions. We believe that competent administra- 
tion under the revised regulations and practices should 
provide the effective control necessary to a proper discharge 
of the Department’s responsibility for importations of foreign 
excess property. 

* * * ok * * 

Steps have been taken to coordinate the policies and pro- 
cedures of the Departments of Commerce, Treasury, and 
Defense to facilitate administration of the statute governing 
importation of foreign excess property. Representatives of 
the Bureau of Customs and the Department of Commerce 
have reached agreement on the respective functions and 
responsibilities of the two agencies under the revised regula- 
tions issued by the Department of Commerce. 

* * * * * * 


The system of accounting for foreign excess property re- 
exports appears to be adequate. Bonds are maintained in 
a file which is reviewed periodically and open cases are 
followed up. In some instances in the past, the Bureau 
extended the time that merchandise could be kept in the 
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country beyond 1 year, if circumstances warranted. These 
extensions of time were supposed to have been cleared with 
the foreign property officer of the Department of Commerce. 
In the future, licenses will not be issued by the Department 
of Commerce for importations of foreign excess property 
in bond for reexport, but extensions of time for reexporta- 
tion will require the written approval of the Department of 
Commerce. 

Customs states it is difficult to determine that a specific 
piece of used equipment brought into the country is actually 
the same piece later exported. Descriptions of the item 
would have to be exact, and the working condition of the 
items would have to be judged by technicians. Under the 
revised procedures, importers will furnish Customs with 
descriptions of imported items on the entry documents. 
For the present, Customs will not require detailed or elabo- 
rate descriptions. After further experience, Customs will 
determine whether more detailed descriptions are necessary. 


With respect to item (i) of the committee’s recommendation, the 
Comptroller General investigated a number of individual cases which 
had been called to the attention of the committee but could find no 
evidence that the Defense Department had actually repurchased 
material previously sold as foreign excess property. The Comptroller 
General stated that an examination of some military sales and pur- 
chases revealed certain instances where the Defense Department 
was buying and selling what appeared to be similar types of equip- 
ment but that some of the items sold, such as automotive and con- 
struction equipment, were from 5 to 20 years old. The Comptroller 
General was unable to determine whether identical items were bought 
and sold, due to the difference in the manner in which the material 
was described in the purchase and sales contracts. 

With respect to item (7) of the committee’s recommendation, the 
Comptroller General stated that GAO employees visited eight dis- 
posal sites and reported: 


At the locations visited we found no evidence of failure by 
the foreign excess property disposal officers to carry out their 
responsibilities in connection with procedures relating to im- 
ports of excess property into the United States. We did 
find some deficiencies in disposal procedures relating to sales 
of the excess property, as indicated in the material which fol- 
lows relative to reasonable return of revenue. 


With respect to item (k) of the committee’s recommendation, the 
Comptroller General made an analysis of sales of unused materials 
overseas for the period from July 1, 1957, to March 31, 1958. On 
these a return of approximately 9.9 percent of the acquisition value 
was realized (i.e., a return of $379,786 received for goods which cost 
$3,822,275). In the case of unused goods for which the Comptroller 
General believed there would be a commercial demand, such as hand 
tools, automotive supplies, spare parts, miscellaneous hardware, and 
electrical supplies, the return was approximately 7.2 percent of the 
acquisition cost (a return of $202,600 on goods costing $2,829,100). 
The range of return varied from %» of 1 percent to 99 percent. The 
Comptroller General also stated that the return was frequently as 





30 RESULTS FROM RECOMMENDATIONS 


high as 20 to 36 percent for individual sales of wsed machinery such 
as cranes, road graders, and truck forklifts. 

The Comptroller General concluded that improved merchandising 
methods would result in increased revenue. In certain instances, 
lack of full and accurate identification of property probably failed to 
stimulate bidder’s interest and thereby resulted in lower receipts. He 
stated: 


Property disposal procedures require complete and ade- 
quate descriptions of items offered for sale in order that pros- 
pective bidders may properly evaluate the property before 
inspection. However, we found cases where miscellaneous 
items in unused condition having acquisition values ranging 
up to $100 ,000 were frequently “lotted’”’ under categories 
suc +h as “miscellaneous automotive maintenance parts” and 

“miscellaneous standard hardware” with limited identifica- 
tion of the types of items making up the lots: In certain in- 
stances, vehicles and other end items were listed for sale 
without showing the year of manufacture, manufacturer’s 
name, or adequate or accurate information regarding condi- 
tion. On inspecting vehicles described as ‘‘Used—Repairs 
Required,” we found that some vehicles required little repair, 
while others appeared to be in scrap or junk condition. 

Low revenue may have been attributable in part to the 
‘“Jotting’”’ of miscellaneous items. In one depot in Europe, 
miscellaneous items such as automotive parts, tools and 
equipment, hardware, and electrical supplies, many of which 
were unused, were sold in lots with lot acquisition costs in 
excess of $10,000. For the total acquisition costs of $5.5 
million, total revenue was $180,000, or approximately 3.3 
percent of acquisition cost. 

We have no conclusive evidence as to the extent. which 
miscellaneous lotting and inadequate description of items 
have reduced the revenue from sales, but we believe that im- 
provement in these areas would result 1n increased return on 
sales, 





II. RECOMMENDATIONS AND RESULTS OF COMMITTEE 
REPORTS BASED ON STUDIES OF THE MILITARY OPERA- 
TIONS SUBCOMMITTEE 


[H. Rept. 822, 85th Cong., Ist sess.] 
DEFENSE STANDARDIZATION PROGRAM 


Seventh Report by the Committee on Government Operations 
(Submitted to the Speaker on July 17, 1957) 


The report resulted from committee hearings on cataloging and 
standardization in the Department of Defense on January 30, 31, 
and March 12, 1957. Major emphasis was given to standardization 
because this area has received less attention from the Congress than 
cataloging and because systematic progress of standardization is much 
less evident. ‘The report contains 11 recommendations for speeding 
up the standardization program and for achieving greater economy 
and efficiency in military supply management. 


RECOMMENDATIONS 


EXPEDITE STANDARDIZATION (Recommendation No. 1): 
The Department of Defense should reexamine the whole 
standardization program with the objectives of simplifying the 
administrative apparatus, compressing the preparatory work and 
speeding the initiation of standardization projects. The target 
date (fiscal year 1961) for final completion of preparatory work 
should be shortened by at least a year. 


Resutts—The Department of Defense expects to comply with 
this recommendation. Hon. Perkins McGuire, Assistant Secretary 
of Defense (Supply and Logistics), by letter dated April 2, 1958, to 
Subcommittee Chairman Holifield, reported as follows: 


A number of steps have been taken to simplify the admin- 
istrative planning procedures involved in the preparatory 
work for standardization. Detailed plans will not be re- 
quired for 88 FSC classes determined to have insufficient 
standardization potential to justify a plan. However, 
standardization activity in 81 of these classes will proceed 
without a detailed plan; no work.is foreseen at this time in 
the remaining 7. Abbreviated detailed plans consisting of a 
single page will be used for another 28 FSC classes which 
are not considered to require a more formal plan. 

Action taken to speed the initiation of standardization 
projects is reported under recommendation No. 11. 

Other methods of compressing the time required for pre- 
paratory work are under study as a further means of offsetting 
the effect of reduced personnel ceilings authorized for the 
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defense standardization program. We believe at this time 
that the administrative shortcuts already adopted, combined 
with such additional ones as may be developed, should serve 
to shorten the planning work by approximately 1 year. 


The Eleventh Semiannual Report on the Department of Defense 
Cataloging and Standardization Programs, submitted to the Congress 
for the period July 1, 1957, to December 31, 1957, in accordance with 
section 2455, Title 10, United States Code! contains this 
comment: 


In keeping with recommendation No. 1 contained in the 
seventh report by the Committee on Government Operations 
entitled “Defense Standardization Program” (July 17, 
1957), action was taken to simplify the preparatory work 
involved in developing detailed plans in the following 
respects: (a) Detailed plans in an abbreviated form (single 
page) will be used for 28 FSC classes which the military 
departments consider have only a limited standardization 
potential. (6) Detailed plans will not be required for 88 FSC 
classes considered to have insufficient standardization 
potential to warrant the development of such plans. In 81 
of these classes standardization activity will be undertaken 
without preparation of detailed plans. In the remaining 
seven classes no standardization activity appears to be 
justified. Thus, to date, detailed plans have either been 
approved or determined to be unnecessary for 242 FSC 
classes, or 45 percent of the total number of classes. 


STANDARDIZATION PRIORITY (Recommendation No. 2): 


The fiscal year programs for preparation of detailed plans 
should be rescheduled to insure that the major standardization 
effort is directed initially to commodity areas and specific items 
or groups or related items which have the largest “‘paydirt” pos- 
sibilities. If necessary, priority projects should be reassigned 
among military departments and their component units to take 
full ativilitehes of available resources for standardization. 


Resuutts.—The Department of Defense believes that its present 
program, and certain other measures to be taken, will effect fulfill- 
ment of this recommendation. The McGuire letter of April 2 states: 


A reexamination of our fiscal year program schedules 
leads us to reaffirm the belief that the FSC classes having a 
high “paydirt” potential are scheduled early in the program. 
Each detailed plan, in turn, is required to establish the pri- 
ority of standardization projects for the items within the 
class. A periodic review of established work schedules pro- 
vides the flexibility needed to identify new priority areas, 
and, if necessary, to reassign projects among the military 
departments so as to insure the optimum use of available 
resources. 


1 Formerly sec. 8 of the act of July 1, 1952 (66 Stat. 318, 320; Public Law 436, 82d Cong.; 5 U.S.C., 1952 ed., 
sec. 173f). 
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Our accelerated item reduction (AIR) program, described 
in recommendation No. 3, should provide further oppor- 
tunity to concentrate on areas which have early ‘‘paydirt”’ 
possibilities. 


HASTENING SIMPLIFICATION (Recommendation No. 3): 

The target date (fiscal year 1964) for completing simplification 
should be shortened by at least 3 years and a concerted effort 
should be made by cataloging and standardization organizations 
to quickly purge military supply systems of obsolete items and 
unessential varieties. 


Resutts.—While the Department of Defense is taking steps to 
speed up the simplification phase of standardization, it does not 
anticipate that a 3-year shortening of the schedule can be effected 
with the limited resources available for standardization work. The 
McGuire letter of April 2 states: 


The accelerated item reduction (AIR) program calls for 
the scheduled elimination from the military supply systems 
of all inactive, obsolete, duplicate, and other excess items 
which cannot be justified in terms of sound inventory man- 
agement principles. The plan for accomplishing this objec- 
tive involves three major steps: 

(a) Supply coding of each item (the identification of 


the supply status by the supply managers) for the pur- 
pose of Se and disposing of unneeded items. 


(6) Updating of catalog data and recording of addi- 
tional supply management information. 

(c) Removal of items from the supply system by the 
application of sound inventory management principles. 

The procedure to be followed in conducting these phases 
of the AIR program is, briefly, as follows: 

Supply managers will identify the current supply 
and standardization status of all items in the supply 
system and code this information onto electric account- 
ing machine cards. The cards will be sent to the central 
cataloging activity, which will consolidate the informa- 
tion and prepare lists thereof. These lists will be 
forwarded to the AIR assignee, who is the same depart- 
ment as the standardization assignee. The assignee 
will review the information and recommend disposition 
on each remaining item in the system. These recom- 
mendations will be furnished to the other military 
activities concerned for their appropriate action. At 
this point each supply manager takes the proper dis- 
position action on all items determined to be inactive, 
obsolete, or a duplicate. 

Action taken by the responsible activity on each item 
will be recorded by an adjustment in the Federal 
Catalog data. The departments will then forward to 
the standardization assignee lists showing the results 
by item under the AIR program, with data on the re- 
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maining items arranged in a manner suitable for tech- 
nical simplification study and review. 

As indicated in my letter, the AIR program is now 
underway with respect to the 24 FSC anaes of ad- 
ministrative housekeeping items. Since the area covered 
by these classes requires only a limited amount of tech- 
nical know-how, simplification review and the resulting 
standardization decisions will be made by the inventory 
managers. ‘l’o speed up the elimination of items in these 
areas, the responsible department has been given 
authority to make final decision in the removal of items 
from the supply systems. (This is in consonance with 
recommendation No. 5.) This will make it possible 
to reserve the engineering staff for achieving simplifica- 
tion of the more technical and complex item classes. 
Simplification review and technical analysis of all items 
not within the 24 FSC classes of administrative and house- 
keeping items will be conducted under the defense 
standardization program. 

A schedule has been proposed which calls for the cod- 
ing of supply status of all supply items in the next 2 
years. Under the proposed schedule, the work of up- 
dating catalog data and removing unneeded varieties 
through sound inventory management techniques would 
be completed in the next 3% years. 

The schedules for the defense standardization pro- 
gram and the AIR program will be made compatible 
to the extent necessary to achieve the optimim results. 
The AIR program, by eliminating inactive and ob- 
solescent items from the supply systems, is expected to 
bring about a substantial reduction in the number of 
items requiring technical simplification attention. This 
should, in turn, shorten the time required to complete 
standardization simplification. But since some of the 
resources originally intended for the standardization 
program will be utilized in the AIR program, it is 
unlikely that the target date for completing technical 
simplification can be shortened. 

In this connection, the Eleventh Semiannual Report on 
the Department of Defense Cataloging and Standardization 
Programs states: 

Adequate staffing for the defense Stnncioesnnasion) pro- 

gram remains a problem. On August 16, 1957, the 
chairman, Military Operations Subcommittee, Sse 
Yommittee on Government Operations, was informed 
by the Assistant Secretary of Defense (Supply and 
Logisties) of the necessity in the defense standardiza- 
tion program for adjusting personnel ceilings to lower 
levels and of the DOD’s inability to continue to assign 
the same quantity of manpower under reduced person- 
nel ceilings to that program. This inability to assign 
additional personnel, as was earlier contemplated, will 
result in some stretchout in the program. 
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INTEGRATION OF CATALOGING AND STANDARDIZATION 
(Recommendation No. 4): 
Cataloging and standardization procedures and operations 
should be integrated to limit the entry of new items and speed 
the exit of obsolete items in military supply systems. 


Rxesutts.—The Department of Defense believes that its program 
for accelerated item reduction will effect fulfillment of this recom- 
mendation. The McGuire letter of April 2 states: 


The AIR program described under recommendation 3, 
brings the cataloging, standardization and inventory man- 
agement operations together for the speeding of the recogni- 
tion and exit of obsolete and other unneeded items from 
military supply systems. Also the coding of the standardiza- 
tion status (taken directly from military and Federal stand- 
ards) into the operating catalog records provides supply 
managers with ready information which can be used in 
screening when initiating procurement action. <A further 
screening will be provided as requests for new stock numbers 
come into the central catalog office, which will also have the 
standardization status coded into the central record. 


COMMON-USE ITEMS (Recommendation No. 4): 

For common-use items repetitively bought and stocked, the 
military department with assigned standardization responsi- 
bility should avoid protracted discussions and conferences and 
refer disputed cases promptly to the Department of Defense 
Standardization Division for decision. 


Resuttrs.—The Department of Defense has effected a procedure to 
fulfill this recommendation. The McGuire letter of April 2 states 


The departments have been instructed to avoid protracted 
discussions and to refer disputed cases to my Office within 
30 days of the attempt at reconciliation of differences. The 
instruction requires that the effort at reconciliation shall take 
place within 30 days of the receipt of nonconcurrence by 
the assignee. 


MISSILES (Recommendation No. 6): 


The Department of Defense should proceed to assign standard- 
ization responsibility in the missiles area to a military department; 
and if such assignment is not immediately feasible, an active and 
thoroughgoing standardization program for missiles should be 
conducted at the Department of Defense level. 


ESULTS.—The Department of Defense has taken a procedural step 
R r | I 
consistent with this recommendation. The MeGuire letter of April 2 
states: 


We have established an interdepartmental committee, 
under the chairmanship of this office, to develop an appro- 
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priate program in the area of guided missiles. Assistance in 
guiding this work will be provided by the Director of Guided 
Missiles and the Assistant Secretary of Defense (Research 
and Engineering). 


IMPLEMENTING STANDARDIZATION (Recommendation No. 7): 
The military departments should (a) emphasize to weapon 
system contractors the need for increased standardization, 
(6) stipulate standardization performance in contract docu- 
ments, (c) institute efficient procedures to check compliance 
with standardization requirements, and (d) weigh standard- 
ization performance when evaluating subsequent contract 
proposals. 


Resutts.—This is a broad recommendation in a complex area. 
The Department of Defense concurs in the objectives. The McGuire 
letter of April 2 reports military department policy or practice as 
follows: 


The policies and practices individually reported by the 
departments to meet the objectives of this recommendation 
are, in summary: 

Army: An Army directive establishes review points 
to insure maximum use of standard components in the 
development of material. Each technical service has 
published implementing directives to its facilities. Semi- 
annual inspections are conducted by engineering and 
standardization personnel to insure program effective- 
ness. 

Navy: To a limited degree, Navy engineers and in- 
spectors provide guidance to contractors in the use of 
engineering and material standards. The Chief of 
Naval Material has initiated studies on efficient methods 
for doing this. 

Air Force: A brochure “Air Force Standardization 
Program” has been widely distributed to industry 
to promote better understanding and furtherance 
of the defense standardization program. Air Force 
practice is to stipulate standardization requirements 
in contracts by reference to specifications, standards, 
and handbooks. It also injects standardization princi- 
ples and practices by way of aircraft design handbooks, 
etc. A contractor’s past standardization performance 
is one factor considered in awarding a contract. Con- 
tractors must demonstrate quality control capability 
and potential for assuring conformance to requirements 
and standards of the proposed procurement. 

In this connection, the Goumtnaiae General of the United 
States, by letter dated August 20, 1957, to subcommittee 
Chairman Holifield, reported as follows: 

We have studied the report with interest. While we 
have no special observations to make at this time, we 
intend to observe closely the actions taken by the Air 
Force in developing and instituting procedures for 
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standardization to the extent feasible of all contractor- 
furnished equipment, as envisioned in recommenda- 
mendations Nos. 7 and 8 of your report. We also plan 
to undertake a review of operations under the defense 
standardization program, including the planning, pro- 
zraming, and direction at the Department of Defense 
evel, and the actual execution of selected programs by 
the military departments. 


PROFESSIONAL ENGINEERING AND INDUSTRIAL ASSO- 
CIATIONS (Recommendation No. 8): 

The resources of professional engineering societies and in- 
dustrial associations should be utilized to a much greater extent 
in solving difficult standardization problems and in promoting 
standardization on the part of weapons system and other con- 
tractors. 


Resuits.—The Department of Defense has taken steps in com- 
pliance with this recommendation. The McGuire letter of April 2 
states: 


An instruction has been drafted which calls for drawing on 
assistance from professional engineering societies and indus- 
trial associations by systematizing the use throughout the 
DOD of those industry documents which are completely 
suited to DOD needs without change in their form or sub- 
stance. Through this means, we increase our emphasis on 
the utilization by the military departments of available 
industrial resources to accelerate standardization efforts and 
keep pace with the constantly advancing state-of-the-art in 
a wide variety of fields. 

Meanwhile, collaborative efforts continue with various 
professional engineering societies and industrial associations, 
including the American Standards Association, the American 
Society for Testing Materials, the Society of Automotive 
Engineers, the Electronic Industries Association, and the Air- 
craft Industries Association. 

In June 1957, the Air Force asked the Aircraft Industries 
Association to undertake the study of the standardization 
potential of contractor-furnished aircraft equipment. This 
is one example of how industry resources are used in solving 
complex standardization problems. The AIA’s comprehen- 
sive recommendations are now under study and will, we be- 
lieve, provide a sound basis for early action to promote and 
implement standardization in this difficult area. The joint 
efforts of ASTM and SAE have been solicited in the de- 
velopment of a program for standardization of rubber 
compositions. 

The attached list of industrial technical organizations 
(attachment A), in which the military participate, suggests 
the broad base of industrial cooperation and assistance to the 
military departments. (Norr.—Attachment A is a list of 
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approximately 100 professional and commercial organi- 
zations.) 
See also in this connection, the comment of the Comptroller General 


= 


under recommendation 7 above. 


PERSONNEL FOR STANDARDIZATION WORK (Recommenda- 
tion No. 9): 

The Secretary of Defense should direct the military depart- 
ments to prepare specific budgets for standardization and to 
establish increased complements of full-time professional and 
technical personnel for standardization work. 


Resuuits.—Compliance with this recommendation is hampered by 
reductions in manpower ceilings. The McGuire letter of April 2 
states: 


As previously reported, specific guidance was issued to 
the departments covering the form in which budgets for 
the standardization program are to be developed for fiscal 
year 1959. Refinements and improvements in this guidance 
are being made, to make standardization budgeting more 
realistic and effective. Reductions in departmental man- 
power ceilings, however, have necessitated downward adjust- 
ments in the number of full-time professional and technical 
personnel allocated for standardization work in the current 
fiscal year. It is pointed out, however, that management 
responsibility for completion of standardization tasks is han- 
dled by full-time personnel in each bureau, service and 
command. 

The McGuire letter also states: 


Actions such as the AIR program will, to some extent, 
alleviate the effects of reduced personnel ceilings on our 
planned standardization effort. We will continue to examine 
the remainder of the 3,300,000 items in the supply system 
with a view toward extending the use of nonengineering staffs 
in speeding the elimination of unneeded varieties. 


SERVICE CONTRACTS (Recommendation No. 10): 

All proposed contracts for standardization services should be 
reviewed by the departmental standardization offices, and awards 
should be made only for clearly defined projects in which the 
hiring of outside talent is demonstrably advantageous. 


Resvuuts.—Compliance with this recommendation is difficult to 
assess without a case-by-case examination. The McGuire letter of 
April 2 states: 


The military departments are following procedures by 
which competent authority reviews standardization con- 
tracts. In the Army and Navy such review is conducted 
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by the departmental standardization offices. Because of the 
organizational structure of the Air Force, each of the major 
commands is responsible for reviewing standardization 
contracts within the scope of each command’s operating 
responsibility. 


INTEGRATION OF PROJECTS (Recommendation No. 11): 

In keeping with the previous recommendations for speeding up 
the defense standardization program, existing and projected 
departmental projects should be quickly integrated with those 
scheduled under the defensewide program. 


Resutts.—The Department of Défense has taken steps to comply 
with this recommendation. The McGuire letter of April 2 states: 


A series of actions taken as part of our endeavor to expedite 
the defense standardization program has achieved integration 
of standardization efforts into a single program. These are 
reported as follows: 

(a) Responsibility was transferred to the military de- 
partments on September 23, 1957, to initiate all new 
DOD standardization projects in assigned FSC classes. 
The OASD (S. & L.) retained responsibility for approv- 
ing documents for projects which it had initiated before 
that date. 

(6) On October 2, 1957, the military departments 
were delegated further authority, effective January 2, 
1958, to monitor all existing projects which had origi- 
nally been initiated by OASD (S. & L.). In effect, this 
completed the decentralization of responsibility to the 
military departments for the management of standardi- 
zation actions within assigned FSC classes. 

(c) Policy and procedural guidance was furnished to 
the military departments to enable them to perform 
those operational functions under the defense standard- 
ization program that previously had been the responsi- 
bility of the OASD (S. & L.). In this connection, a 
revised Military Manual for Standardization (M2014A) 
was approved. It prescribes the basic policies to be 
implemented by the departments under the decentral- 
ized standardization program. In addition, procedural 
supplements to the policy manual were published, giving 
instructions on how the departments will initiate, proc- 
ess, and issue specifications, standards, and related 
documents. 

(2) A mechanized (EAM) reporting system was de- 
vised for administering control over the progress of all 
standardization projects. This reporting system is now 
being instituted by the military departments under our 
direction. 

The 11th semiannual report also states: 

Despite the staffing problem, further emphasis and 
impetus to accelerated decentralization of the defense 
standardization program is evident from other actions 
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instituted in this reporting period. Responsibility for 
initiating all standardization projects for items was 
transferred from the OASD (S. & L.) to the military 
departments. Also the monitoring of all existing proj- 
ects is passed to the military departments effective 
January 2, 1958. With this action all existing and 
projected projects for items have been integrated with 
the defensewide program in accordance with recommen- 
dation No. 11 of the Seventh Report of the House 
Committee on Government Operations. 


[H. Rept. 839, 85th Cong., Ist. sess.] 
STATUS OF CIVIL DEFENSE LEGISLATION 


Eighth Report by the Committee on Government Operations 
(Submitted to the Speaker on July 22, 1957) 


This report contained no specific recommendations. Rather, it re- 
ported the committee’s continuing action in the civil defense field, 
following its comprehensive investigation of civil defense and its report 
of 1956 (H. Rept. 2946, 84th Cong., 2d sess.). It also involved further 
study of bills introduced in the 85th Congress embodying the com- 
mittee’s recommendations on civil defense (e.g., H.R. 2125, and 
others). Although a number of minor amendments were suggested, 
the objectives of the bills were widely endorsed by national organiza- 
tions and civic associations interested in civil defense. 


{[H. Rept. No. 958, 85th Cong., 1st sess.] 
MILITARY TANK PROCUREMENT 


Tenth Report by the Committee on Government Operations 
(Submitted to the Speaker on July 31, 1957) 


In view of the fact that the General Accounting Office had begun 
a comprehensive audit and review of the Army Ordnance tank pro- 
gram during the time of reporting by the committee, the Comptroller 
General was requested to give special attention to matters disclosed 
in the committee investigation of the heavy tank program. The 
committee report stated at pages 18 and 19: 


The committee will request the Comptroller General to 
examine the Chrysler tank contracts and determine how well 
the Government’s interest was served in the following 
matters, among others: 

1. Outlays for facilities and the degree of Army super- 
vision and audit of Chrysler expenditures for the 
Government’s account. 

2. Outlays for engineering services and the division 
of engineering responsibilities between Chrysler and 
ordnance agencies. 

3. Outlays for processing, modification, storage, and 
maintenance. 
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4. Outlays for iavaway and relayaway of tank- 
producing facilities. 

5. Outlays for acquisition of company-owned land in 
connection with the Government-owned modification 
center. 

6. Cost allocations of facilities, engineering services, 
and supplies as between the T-43 and M—48 tanks, and 
the effect on price adjustments. 

7. Division of responsibilities between Chrysler and 
ordnance agencies for furnishing of components. 

8. Successive price redetermination, revisions, and 
adjustments, and the procurement of additional supplies 
and services by amendments to contracts or by separate 
contracts. 

9. Special and general provisions in contracts defining 
the contractor’s responsibility for providing facilities, 
engineering services, and supplies. 

10. Negotiation of a ‘‘package”’ contract with Chrysler 
for facilities construction, engineering, production, 
modification, and maintenance of T—43 and M-48 tanks 
and its effect on Chrysler’s competitive position for 
future contracts. 


The Comptroller General by letter dated August 13, 1957 
Subcommittee Chairman Holifield, stated in part as follows: 


Your subcommittee is to be commended on the significant 
deficiencies disclosed in its report. The factual findings on 
the lack of firm design and specifications and administrative 
control over contractors’ operations in the development of 
the T-43 tank will provide excellent background material 
for use in our current examination of the Ordnance Tank 
Automotive Command. The 10 points raised in your 
report, beginning on page 18, will receive special attention 
during our review of top procurement policies and procedures 
and evaluation of the agency’s and contractors’ administra- 
tion of tank contracts at selected plants. 


The committee has not as yet received a report of the General 
Accounting Office findings. 


{[H. Rept. No. 1168, 85th Cong., Ist sess.] 
MILITARY CLOTHING PROCUREMENT 


Thirteenth Report by the Committee on Government Operations 
(Submitted to the Speaker on August 14, 1957) 


This report covered military clothing contracts let by the military 
agencies to companies owned or controlled by Herman D. Wynn. It 
examined also the specific contract let to Wynn Enterprises, Inc., 
headed by the wife of Robert Tripp Ross when he was Assistant 
Secretary of Defense for Legislative and Public Affairs. 

This report contained 30 recommendations for corrective action by 
the executive departments and agencies, of which some 26 applied to 
the Department of Defense. After extended study and analysis of 

38079594 
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these recommendations, the Department of Defense concurred in 
substantially all of them and issued Revision No. 29 to the Armed 
Services Procurement Regulation (1955 Edition), pursuant to the 
authority contained in Department of Defense Directive No. 5126.1, 
dated August 13, 1953, and title 10, United States Code, section 2202 
(1956). Revision No. 29 to ASPR, which appears in the Federal 
Register for May 27, 1958 (23 F.R. 3634), contains this notation 
regarding the changes: 


With one exception the major changes represent action 
taken in accordance with the recommendations in the Thir- 
teenth Report (H. Rept. No. 1168, dated Aug. 14, 1957) of 
the Military Operations Subcommittee of the House Com- 
mittee on Government Operations. 


The Department of Labor also has revised its regulations relating 
to Government contractors who must meet certain qualifications 
under the Walsh-Healey Public Contracts Act (41 U.S.C. 35-45). 
The changes are specified below. 

Appropriate comments of the General Services Administration are 
noted, although the recommendations in the committee report were 
directed for the most part to the Department of Defense and military 
procurement. 


RECOMMENDATIONS 


DETERMINATIONS OF BIDDER RESPONSIBILITY (Recom- 
mendation No. 1): 


In connection with contract awards, military contracting 
officers should make affirmative determinations in writing of 
bidder responsibility. A statement of justification for the 
award, setting forth that the requirements for determining 
bidder responsibility as contained in the Armed Services Procure- 
ment Regulations have been fulfilled, should be retained in the 
contract files. 


Resuuts.—ASPR 1-307 has been rewritten to require the contract- 
ing officer to make affirmative determinations in writing of prospective 
contractor responsibility (except for contracts of $2,500 or less, 
utilities contracts, and orders under existing contracts). Written 
determinations signed by the contracting officer are to be retained in 
the contract file. 

The General Services Administration, while affirming the impor- 
tance of establishing bidder responsibility before contract awards are 
made, does not believe that determinations in writing are necessary 
for GSA procurements or for those of other agencies which have ade- 
quate procedures for evaluation of bidder responsibility. 

This action fulfills the committee recommendation from the pro- 
cedural standpoint. 


QUALIFICATIONS AT TIME OF BID (Recommendation No. 2): 
In making such affirmative determinations, contracting officers 
should rule out as unqualified, in accordance with the require- 
ments of the Walsh-Healey Public Contracts Act, those bidders 
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who have no established manufacturing or dealership facilities at 
the time they submit bids. Recognizing that in certain cases 
successful bidders would expand their facilities or subcontract 
parts of the work, contract awards should not be made to bidders 
completely lacking such facilities at the time of the bid offer. 


Resu.ts.—ASPR 1-307 (b) and (c) have been revised in pursuance 
of this recommendation. The contracting officer is required, in 
making an affirmative determination in wr riting of prospective con- 
tractor responsibility, expressly to consider business ar rangements 
made by the bidder to perform the contract. However, the Depart- 
ment of Defense takes the position that bidders lacking the facilities 
at the time of the bid who take the necessary action to arrange for the 
timely availability of such facilities should not be excluded from con- 
sideration, if otherwise qualified. 

Since this recommendation involves technical definitions of ““manu- 

acturer” and “regular dealer’ under the Walsh-Healey Public Con- 
tracts Act supra, it can best be considered in connection with the next 
recommendation. 


INSTRUCTIONS ON QUALIFICATIONS (Recommendation No. 8): 


The Secretary of Labor, in accordance with the jurisdiction 
conferred upon him by the Congress, should promulgate new in- 
structions explaining clearly the statutory qualifications for 
bidders on Government procurements subject to the Walsh- 
Healey Public Contracts Act, and citing the circumstances under 


which bidders should be disqualified for lack of manufacturing 
or dealership facilities. These instructions specifically should be 
called to the attention of military procurement agencies, the 
Small Business Administration, and other interested agencies, 
and incorporated in their regulations. 


Resutts.—The committee’s chief purpose in making this and the 
preceding recommendations was to insure that the congressional intent 
in the Walsh-Healey Public Contracts Act, supra, to eliminate “bid 
brokers” and irresponsible parties from obtaining Government 
contracts, would be effectively carried out. The Department of Labor 
has acknowledged the validity of these recommendations by under- 
taking to clarify and restate the official interpretations of ‘‘manu- 
facturer” and “regular dealer’’ under the act. 

The Wage and Hour and Public Contracts Divisions of the U.S. 
Department of Labor issued Circular Letter No. 1-58, dated January 
24, 1958, to all contracting and purchasing offices of the Federal 
Government and the District of Columbia, restating and clarifying 
the criteria by which contracting agencies may determine eligibility 
to receive awards of contracts subject to the Walsh-Healey Public 
Contracts Act. This circular letter is a much-needed clarification of 
the statute in that it expressly states, for the first time, that a manu- 
facturer who desires to qualify for a Government contract award must 
show before award that he is (1) an established manufacturer of the 
particular goods or goods of the general character sought by the 
Government or (2) if he is newly entering into such manufacturing 
activity that he has made all necessary prior arrangements for (a) 
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manufacturing space, (b) equipment, and (c) personnel to perform the 
manufacturing operations required for contract performance. These 
conditions must be met to the satisfaction of the contracting agency 
prior to any award of a contract covered by the act. 

In the case of a regular dealer, the circular letter expressly states 
that a bidder in this category w ho desires to qualify for a Government. 
award must show to the satisfaction of the contracting agency prior 
to any award that he is engaged in an established, regular business 
meeting all specified criteria. 

In conformance with Department of Labor Circular Letter No. 

—58, the Department of Defense has revised ASPR 1-201.9, constitut- 
ing Revision No. 34 to Armed Services Procurement. Regulation (1955 
Edition), dated June 11, 1958. 

The committee considers that both the Department of Labor and 
the Department of Defense have substantially fulfilled the com- 
mittee’s recommendations 2 and 3 from a procedural standpoint. 


MULTIPLE BIDS (Recommendation No. 4): 


Multiple bidding on the same procurement by one person 
through the instrument of various corporate or company names 
should be barred in Government procurement. Recognizing that 
in certain circumstances, where competition is genuine and sepa- 
rate producing facilities are maintained, companies under common 
control or ownership legitimately may submit bids for the same 
procurement, multiple ids should not be accepted from com- 
panies diversified merely for the trading convenience and the 
profit advantage of the owning or controlling party. 


Resutts.—The Department of Defense concurred in this recom- 
mendation to the extent of making certain revisions in the Armed 
Services Procurement Regulation. ASPR 1-307 was revised to re- 
quire that affiliated concerns be considered as separate entities in 
determining whether any one of them is a responsible prospective 
contractor. ASPR 1-307(c) was revised to require that where a 
bidder proposes to use the facilities of an affiliate or another con- 
cern, a. existing business arrangements for the use of such facilities 
shall be considered in determining the ability of such bidder to com- 
ply with the required delivery or performance schedule. ASPR 
2-201(c) (xvi) and (xvil) constitute new additions requiring among 
other things at the option of the contracting officer the ee of 
a minimum period for bid acceptance by t a Government, the sub- 
mission by each bidder of an affidavit concerning its affiliation with 
other concerns, and that all bids provide information concerning the 
principal producing facilities which will be required in the perform- 
ance of any resulting contract. ASPR 2-403 has been revised to 
include in the criteria for rejection of bids as nonresponsive a bidder’s 
stipulation that its bid is to be considered only if prior to the date 
of award the bidder receives (or does not receive) award under a 
separate procurement being conducted. 

The Department of Defense believes that the new material inserted 
in the Armed Services Procurement Regulation, as summarized above, 
will have the effect of discouraging the practice of double bidding. 
However, the Department concurs in the stand made by the Comp- 
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troller General in his letter B-1305 45dated September 30, 1957, in 
which the Comptroller General advised the committee that multiple 
bidding should not be completely prohibited, and that each case 
should be decided on its merits, but that every reasonable effort 
should be made by the contracting agency to discourage the practice 
of multiple bidding in the interest of maintaining the integrity of the 
competitive bidding system. 

The committee believes that the Department of Defense has sub- 
stantially fulfilled the committee recommendation, consistently with 
the Comptroller General’s opinion. 


AFFIDAVITS OF COMPANY OWNERSHIP AND CONTROL 
(Recommendation No. 6): 

In barring illegitimate multiple bidding and in otherwise pre- 
venting restraints of trade and collusive practices against fair 
and open competition, the military procurement agencies should 
require bidder affidavits of company ownership and control in 
procurement areas susceptible to such improper practices. Such 
affidavits, instituted on a test basis by the Philadelphia Quarter- 
master Depot, should become an established feature of procure- 

ment in designated areas. 





Resvuuts.—The Department of Defense concurred in this recom- 
mendation. ASPR 1-307 was revised to permit the contracting 
officer, when he considers it necessary to prevent practices prejudicial 
to fair and open competition or for other reasons, to require that 
prospective contractors submit affidavits concerning business and 
performance qualifications and company ownership and control 
ASPR 2-201(c)(xvii) was added, as described under recommendation 
No. 4, specifying the information to be submitted in affidavits. 

The committee believes that this action substantially fulfills the 
committee recommendation. 


















INFORMATION CONCERNING 
(Recommendation No. 6): 

Military procurement agencies should require bidders to desig- 

nate on their bid forms, in addition to producing locations, the 

exact street address of the producing facility, whether or not the 

facility is owned or leased by the bidder, and how much capacity 

is available for performance on the prospective contract. 


PRODUCING FACILITIES 





Resutts.—The Department of Defense concurred generally in this 
recommendation. ASPR 2~—201(c)(xviii) has been added to require at 
the option of the contracting officer bids to contain information con- 
cerning the principal producing facilities, including exact location by 
State, city, street, number, etc., and names and addresses of owner and 
operator, if other than the bidder. 

However, the Department believes that additional information 
regarding leasing arrangements and production capacity should be 
obtained in connection with the preaward survey, if deemed necessary 
after examination of information furnished by the bidder. 
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The General Services Administration holds the view that most of 
the information called for by the recommendation can be obtained at 
the time of plant inspection. 

The committee believes that this action substantially fulfills the 
committee recommendation. 


CONTRACT INFORMATION IN BIDS (Recommendation No. 7): 

Military procurement agencies should require bidders to list. on 

their bid forms all Government contracts currently held by the 

bidder and his affiliates, and the nature and extent of the delin- 

quencies, if any, in deliveries on such contracts. The term 
“affiliate” should be defined in the bid form. 


Resutts.—The Department of Defense concurs in this recom- 
mendation to the extent of defining the term “affiliate” in the bid form. 
The Department considers that the listing on bid forms of all Gov- 
ernment contracts currently held by the bidder and his affiliates is 
believed to be impractical; also, it believes that listing of delinquen- 
cies by a bidder at the time of submission of bid is not as meaningful 
as obtaining such information in the course of a preaward survey, as 
close in time as possible to the issuance of the award. ASPR 2-201(c) 
(xvii) adds language defining affiliates and permitting the contracting 
officer to require listing and identification of affiliates on the bid form. 

The General Services Administration believes that this recommenda- 


tion would involve voluminous paperwork for firms holding numerous 
Government contracts. It prefers that information on delinquencies 
be obtained by facilities inspection rather than statements in bids. 

The committee believes that the actions of the Department of 
Defense in connection with this and other recommendations approach 
the objective sought. 


COMPLETING BID FORMS (Recommendation No. 8): 


Military procurement agencies should require bid forms to be 
properly, accurately, and completely filled out. The Secretary 
of Defense should issue a reminder to the military procurement 
agencies, and these in turn should impress upon prospective 
Government contractors the importance and necessity of provid- 
ing full, accurate, and complete information on the bid forms. 
A reminder of the penalties for making false statements to the 
Federal Government should be printed on bid forms. 


Resutts.—The Department of Defense concurs in this recom- 
mendation. ASPR 2-201(a)(v) has been revised to emphasize, in 
boldface type, the requirement that “FULL, ACCURATE, AND 
COMPLETE” information must be given, and to carry a reminder of 
the penalties under the false statements statute (18 U.S.C. 1001). 


PREAWARD SURVEYS (Recommendation No. 9): 


Preaward surveys of facilities and financial resources of pro- 
spective contractors should be promptly and carefully executed, 
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and information on the bid form submitted by the successful 
bidder should be verified or refuted in the surveys of facilities and 
finances. 


Resutts.—The Department of Defense concurs in this recom- 
mendation. ASPR 1-307.1(a) has been revised to include appro- 
priate language requiring that preaward surveys be made promptly 
so as to avoid delays in making awards; also that such surveys shall be 
made for each procurement (with certain designated exceptions) 
unless the contracting officer has sufficient information to determine 
that all applicable requirements for bidder qualification are met. 

The committee is advised further that the Assistant Secretary of 
Defense (Supply and Logistics) has organized a group to develop the 
minimum standards for the conduct of preaward surveys. 


ADHERENCE TO CONTRACT TERMS (Recommendation No. 10): 
Military procurement officials should take active steps to 
impress upon prospective and current contractors the importance 


of adhering to contract terms and specifications, including 
delivery schedules. 


Resutts.—The Department of Defense concurs in this recom- 
mendation. It states that the military departments stress such 
matters at preproduction planning conferences, industry meetings, 
and plant visits. 

The Department notes, further, that standard bid invitation forms 
caution bidders to examine the invitation and ac companying instruc- 
tions, and that purchasing activities put out local “fliers’’ to emphasize 
the importance of reading, understanding, and complying with con- 
tract provisions. 

In view of the lenient attitude frequently shown by military pro- 
curing agencies toward recurring and sometimes extreme de linquencies 
in contract deliveries, and toward other departures from contract 
terms and specifications, the committee believes that much more 
aggressive action should be taken than by way of routine reminders. 

he General Services Administration, likewise concurring in the 
recommendation, has advised the committee that a procedure recently 
was established in GSA— 


whereby, on important contracts, a responsible official and 
the inspector assigned to the transaction take notice of 
award to the contractor to explain all contract details and 
to emphasize the importance of adhering to the contract. 


The committee considers that the extent of fulfillment of this rec- 


ommendation will depend on the degree of continued emphasis given 
by military procurement officials to this matter. 


DEFAULTING DELINQ UENT CONTRACTS (Recommendation 
Jo. 11): 

When delinquencies not excusable under the terms of the con- 

tract persist in the face of due and sufficient warning by contract- 
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ing officers, prompt action should be taken by the contracting 
officers to default delinquent contracts. 


Resuuts.—The Department of Defense concurs in this recommen- 
dation. Following the committee report, a special memorandum 
dated September 11, 1957, was directed by the Assistant Secretary of 
Defense (Supply and Logistics) to the three military departments 
requesting, among other things, that renewed efforts be made to 
secure timely contract performance in industries characterized by 
frequent delinquencies. The memorandum further suggested that 
increased use be made of the default articles in contracts ‘‘until the 
situation improves,” and that consideration might be given to de- 
barring contractors under applicable regulations. 

Reporting further on actions taken by the Air Force and the Navy 
in regard to contract delinquencies, the Department of Defense states 
that this matter ‘‘will continue to be under surveillance within the 
military departments and by this office.” 

The General Services Administration also concurs in the committee 
recommendation. 

The committee believes that this action is an endeavor to fulfill the 
committee recommendation. 


REPEATED DELINQUENCIES (Recommendation No. 12): 
A history of repeated delinquencies by a contractor should 
constitute sufficient cause for, and lead to, his suspension or 
debarment for a designated period of time. 


Resutts.—The Department of Defense concurs ‘in principle’’ in 
this recommendation but expresses the belief that debarment or 
suspension normally is too drastic a penalty for delinquencies. The 
Department’s opinion is— 


that neither the Comptroller General nor the courts would 
uphold such action so long as a contractor finally completes 
his contract and is not placed in default. 


The delinquencies disclosed in the committee investigations of mili- 
tary clothing contracts were so rampant that it believes debarment 
could be exercised in some cases under prevailing ASPR which cites 
“a history of failure to perform” as one of the relevant factors. As 
noted above, the Assistant Secretary of Defense suggested to the three 
military departments that debarment might be considered in relation 
to delinquencies. 

The General Services Administration concurs in the committee 
recommendation. 

This recommendation involves judgment in specific cases on the 
part of contracting officers. The committee is satisfied that the rec- 
ommendation has led to pointed reminders to the procuring agencies 
to be more alert to the problem. 


NONRESPONSIBLE BIDDERS (Recommendation No. 13): 


Contractors who are seriously delinquent in current contract 
performance, when the number of contracts and the extent of the 
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delinquency on each are considered, should be declared non- 
responsible bidders for the purpose of new contract awards, until 
the delinquencies are overcome. 


Resuuts.—The Department of Defense concurs in this recom- 
mendation. ASPR 1-307(d) has been revised to add to the criteria 
of contractor responsibility, so that contractors who are seriously 
delinquent in current contract performance shall be presumed to be 
unable to comply with required delivery or performance schedules. 

The General Services Administration also concurs in the committee 
recommendation. 

The committee believes that the Department of Defense has fulfilled 
the recommendation from a procedural standpoint. 


INFORMATION CONCERNING CONTRACTORS (Recommenda- 
tion No. 14): 

Information obtained from bidders, Government plant in- 
spectors, and other sources, on the history of performance by 
individual contractors, the number of contracts currently held, 
and the nature and extent of delinquencies, if any, should be 
systematically assembled and collated by an agency designated 
by the Secretary of Defense, and distributed to all procuring 
activities for use in bid evaluations. 


Resutts.—This is the only recommendation in House Report No. 
1168 to which the Department of Defense initially took exception. 
It believed that the job of assembling, collating and transmitting ‘‘the 
enormous mass of information” to one agency would be impracticable. 
Granting that information collected by the separate military procuring 
agencies is not always coordinated among them, the Department of 
Defense believed that the cost of the proposed system would be too 
great as against “the risk that a contractor wiil occasionally be over- 
loaded or that an improvident contract might be made.” 

The General Services Administration advised the committee as 
follows: 


This recommendation would be beneficial to the Depart- 
ment of Defense provided the administrative expenses are not 
unduly high. It is assumed that a study will be made by the 
Department of Defense to determine the administrative ex- 
pense involved in developing such a system in relation to 
the benefits to be derived. 


The committee stated in House Report 1370, which contains an 
account of follow-up actions by the Department of Defense and other 
executive departments and agencies in response to the recommenda- 
tions in House Report 1168: 


The committee believes that DOD has rejected this 
recommendation too summarily, by looking at it in the 
extreme. There would seem to be no good reason why 
selected areas of contracting could not be subjected to such 
central control of information. In clothing and textiles, for 
example, the single manager could well perform this function. 
The number of contractors is relatively small. 
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Subsequently, Assistant Secretary of Defense Perkins McGuire, 
by letter dated March 25, 1958, to Subcommittee Chairman Holifield, 
wrote as follows: 


We do not consider this to be a closed case despite the 
pleasant reception of our past efforts. As we progress further 
we shall from time to time advise you of completed actions. 
In this connection, you may be pleased to know that we 
have not abandoned consideration of recommendation 
No. 14 of the 13th report, regarding central collation and 
distribution of information on current and past performance 
of contractors. While our initial reaction was that cost and 
administrative burden would be out of proportion to ex- 
pected benefits of such a system, the Preaward Survey Task 
Group is considering methods of exchange of information 
which may achieve the same general objective. 

The committee believes that the Department of Defense has 
endeavored to be responsive to this recommendation. The extent 
of fulfillment will depend on what methods are worked out for exchange 
of information. 


os 


PLANNING MILITARY PROCUREMENT (Recommendation 
No. 18): 

Military procurements should be planned to avoid (1) bunching 

of contract awards, (2) multiple awards to one contractor on the 


same day or within a short period of days, (3) delays in bid 
evaluation and contract award, (4) setting of delivery schedules 
unrelated to actual needs, (5) delays in delivery of Government- 
furnished material to contractors, (6) numerous Government- 
sponsored changes in specifications after bids and awards. 


Resutts.—The Department of Defense notes that the matters sct 
forth in this recommendation are “operating problems” and adds: 


The views of the committee have been made known to 
the military departments and they have been requested to 
take action accordingly. 


The Department’s action was taken in the form of a memorandum 
from the Assistant Secretary of Defense (Supply and Logistics) to 
the Assistant Secretaries, respectively, of the Army (Logistics), Navy 
(Material), and Air Force (Materiel), dated September 11, 1957. 
The memorandum requested the military services to take steps ‘‘to 
avoid, wherever practicable, the results of improper planning noted 
in the committee’s recommendation No. 15.”’ 

The General Services Administration concurs in the recommenda- 
tion and notes that information with respect to items 1 and 2 of the 
recommendation could be obtained from the system of collating 
information proposed in recommendation No. 14. 

The committee believes that the Department of Defense has acted 
in accordance with the spirit of this recommendation. 
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SPECIFICATION CHANGES AFTER CONTRACT AWARDS 
(Recommendation No. 16): 

Contractor proposals for changes in specifications after con- 
tract awards should be denied except in exceptional circumstances 
and only after (1) adequate downward adjustment in the contract 
price to reflect savings due to changes, and (2) reimbursement of 
the Government for the costs of laboratory testing, inspection 
and the overhead directly applicable to these activities. 


Resutts.—The Department of Defense concurs in this recom- 
mendation— 


to the extent that proposals made for changes in contract 
requirements after award generally should be denied where 
the proposal is solely for the convenience of the contractor 
and is not of any advantage to the Government. 


The Department points out that in many instances contractor 
proposals for changes in specifications after awards are based on 
discoveries that a process will improve the item or reduce its cost, 
or that the specification is faulty. Under such circumstances, 
according to the Department 


it would be manifestly unfair to charge the contractor for 
the cost of laboratory tests, inspection, etc., since in the first 
instance this would discourage suggestions for cost reduction 
and in the second instance we must assume responsibility for 
faulty specifications. 


The Department points out, further, that contractor proposals for 
waiver of specifications normally are handled under provisions of the 
inspection clause, which reserves to the Government certain options, 
nels ding termination of the contract for default, or delivery of supplies 
at an equitable reduction in price. Such adjustment takes into con- 
sideration several factors, including some mentioned in the com- 
mittee recommendation. 

The General Services Administration concurs in the committee 
recommendation. 

In view of the technical considerations which led the Department 
of Defense to qualify its acceptance, the committee believes that 
complete fulfillment with this recommendation cannot be expected. 
This matter will be observed further in the committee’s procurement 
inquiries, 















ACCOUNTING FOR GOVERNMENT FURNISHED MATERIAL 
(Recommendation No. 17): 
Military procurement agencies should take steps to insure that 
Government-furnished material is fully and accurately accounted 

for by the contractor, and reimbursement made to the Govern- 
ment for material unnecessarily used or not accounted for. 





Resutts.—The Department of Defense concurs in this recom- 
mendation. Assistant Secretary of Defense Perkins McGuire, by 
memorandum dated September 11, 1957, to the counterpart Assistant 
Secretaries of the three military services, requested them to enjoin 
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personnel responsible for controlling Government property to comply 
with the applicable ASPR. Instances of loss to the Government 
through negligence on the part of property administrators or their 
assistants are to be dealt with severely and promptly. 

The Chief of Naval Material, in response to this injunction, follow- 
ing the issuance of the committee report, has prepared a special direc- 
tive to all Naval personnel concerned (ONM Notice 4340) regarding 
the proper control of Government property. 

Likewise, the Deputy Chief of Staff for Logistics in the Army has 
called the committee report to the attention of the chiefs of the 
technical services (disposition form, Oct. 3, 1957), enjoining them 
to take appropriate action to insure that personnel responsible for 
controlling Government property in the possession of contractors 
should comply strictly with applicable ASPR and that negligence be 
severely dealt with. 

The Air Force also reports that every possible effort is being made 
for proper control and accounting of Government-furnished property, 
and that unnecessary usage, losses, damages, or destruction of such 
property while in the possession of contractors are investigated and 
reported to the administrative contracting officer for appropriate 
action to secure reimbursement when the loss or damage is determined 
to be a liability of the contractor. 

The General Services Administration concurs in the committee 
recommendation. 

The committee considers that the Department of Defense has 
fulfilled this recommendation from a procedural standpoint. 


CONTRACT DOCUMENTATION (Recommendation No. 18): 


The military procurement agencies should reexamine their 
procedures for keeping contract document files and maintain in 
connection with documentation on each contract a summary 
sheet of actions taken, including final disposition. A continuous 
and cumulative record of contracts by name of contractor and 
character of performance should be maintained. 


Resutts.—The Department of Defense concurs “generally” in this 
recommendation. ASPR 1-304 and ASPR 1-307.2(b) have been 
added to effect the following: (1) Each contract file shall contain 
documentation of contract actions, including final disposition, and 
where retained copies of documents do not represent all actions taken, 
suitable memorandums or summary statements of undocumented ac- 
tions shall be prepared promptly and be retained in the contract file 
in chronological order. (2) Each purchasing office shall maintain ap- 
propriate records to insure the availability of contractor performance 
history on previous contracts, with special attention to be paid to 
contractors who have shown questionable performance, or whose 
reliability has not been established, or whose reputation indicates the 
need for vigilance on the part of the contracting officer. 

The General Services Adihinistration concurs in the committee rec- 
ommendation but expresses the opinion— 


that a summary sheet of actions taken is not always essen- 
tial if a complete and well-organized file is properly main- 
tained in accordance with standardized procedures. 
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The committee considers that the Department of Defense has 
fulfilled this recommendation from a procedural standpoint. 


CLOTHING PROCUREMENT (Recommendation No. 19): 


The Air Force and the Navy should procure their clothing and 
related equipment through the Military Clothing and Textile 
Supply Agency, exceptions to be made only under special order of 
the Secretary of Defense. Upon transfer of procurement and 
supply activities to the: aforesaid Agency, the corresponding 
activities of the Air Force and Navy should be reduced or 
eliminated. 


Resutts.—The Department of Defense concurs in this recom- 
mendation. According to the present single manager assignment, the 
Military Clothing and Textile Supply Agency procures clothing, 
textiles, and footwear for the three military departments, with 
certain exceptions. Thus the separate departments are permitted 
to make local purchases, such as athletic uniforms for a baseball 
team, when local procurement appears to be more economical. The 
Office of the Secretary of Defense allows the Air Force to purchase 
electrically heated and high-altitude-flying clothing. The Depart- 
ment states that— 


exceptions of this type are made because of peculiarities of 
construction and use and because such clothing is actually an 
item of technical equipment containing many electronic parts. 


The Department has advised that as procurement and supply 
activities have been transferred to the single manager agency, cor- 
responding activities of the Air Force and Navy have been reduced or 
eliminated, and that this process still is continuing. 

The committee believes that the Department of Defense has acted 
in accordance with the spirit of this recommendation. 


REVISING LIST OF BIDDERS (Recommendation No. 20): 
The Military Clothing and Textile Supply Agency should 
analyze the bidding experience on procurements within its 
jurisdiction over a period of time in order to eliminate unnecessary 
circularization of bidders, to weed out inactive listings, and to 
purge the bidders’ list of suspended or debarred contractors. 


Resutts.—The Department of Defense concurs in this recommenda- 
tion. Assistant Secretary of Defense Perkins McGuire, by memo- 
randum dated September 11, 1957, to the counterpart Assistant Secre- 
taries of the three military services, requested that the Executive 
Director of the Military Clothing and Textile Supply Agency comply 
with this recommendation and report of actions taken and subsequent 
results. The following statement also was submitted by Assistant 
Secretary McGuire: 


The Department of the Army reports that the Military 
Clothing and Textile Supply Agency performs a periodic 
review of mailing lists and removes the name of any bidder 
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who fails upon two occasions to respond to invitations for 
bids, as well as the names of debarred or otherwise ineligible 
bidders. Proposals or bids are not solicited from suspended 
or debarred bidders. ‘To mirimize the cost of advertising 
and to limit solicitation to firms interested in a specific pro- 
curement, the Agency issues preinvitation notices of intent 
to purchase. The invitations for bid are sent to those firms 
only which respond to the preinvitation notices and signify 
_ @ desire to receive an invitation. 

The General Services Administration concurs in the committee 
recommendation and states that GSA Regulation 1—II-206.00 covers 
this subject and the particular points mentioned in the recommenda- 
tion. 

Subsequently to these actions, which were reported by the committee 
in House Report No. 1370, the Military Clothing and Textile Supply 
Agency decided to establish a ‘Qualified Manufacturers List’ in 
compliance with the objectives sought by the recommendation. 
Assistant Secretary of the Army Higgins personally briefed subcom- 
mittee Chairman Holifield on this matter. The Qualified Manu- 
facturers List was approved by the Comptroller General for this type 
of procurement in decision B—135504, dated May 2, 1958. 


ADVERTISED CONTRACTS PREFERRED (Recommendation 
No. 21): 

Negotiated contracts in place of advertised contracts should 
be resorted to only in exceptional circumstances clearly justified 
under applicable law and regulations, and negotiated contracts 
should be avoided when awards for the same or similar items are 
being advertised. 


Resutts.—The Department of Defense concurs in this recom- 
mendation and adds the following commentary: 


The deficiencies in this regard noted by the committee 
occurred in 1953 at a time when there was broad authority 
to negotiate procurements under the ‘‘national emergency”’ 
exception of the Armed Services Procurement Act of 1947. 
This authority has since been drastically restricted and it 
is not likely that any substantial portion of the procurements 
under the jurisdiction of the Military Clothing and Textile 
Supply Agency will be negotiated in the future. 


The General Services Administration reports as follows: 


We agree that formal advertising should be utilized 
whenever possible. Also, that it is generally undesirable to 
simultaneously procure separate quantities of the same item 
by negotiation and by formal advertising. However, it 
is sometimes necessary to procure an interim quantity of 
urgently needed supplies by negotiation at the same time 
the regularly scheduled requirement is being procured by 
formal advertising. 


The extent of fulfillment of this recommendation will depend on 
the Department’s procurement practice in the military clothing field. 
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ADDITIONAL SOURCES OF SUPPLY (Recommendation No. 22): 


The Military Clothing and Textile Supply Agency, for pro- 
curements under its jurisdiction, should make a sustained effort 
to develop additional reputable sources of supply. As one means 
of attracting established clothing manufacturers, related items 
such as coats and trousers should be included in the same 
procurement. 


Resutts.—The Department of Defense concurs in this recom- 
mendation. Assistant Secretary of Defense McGuire by memorandum 
dated September 11, 1957, to the counterpart Assistant Secretaries 
in the military services, has requested the Executive Director of the 
Military Clothing and Textile Supply Agency to comply with this 
recommendation and to report action taken and subsequent results. 
Comments are requested particularly on the matter of buying entire 
uniforms in one procurement. Additionally, Assistant Secretary 
McGuire had advised: 


The Department of the Army reports that its staff 
working on a program to attract more reputable manu- 
facturers to failitaty clothing procurement. Industry and 
labor groups are participating in this effort and substantial 
progress is expected. A full report will be made by the 
Department of the Army direct to the committee in the 
near future. The Army further reports that it is in full 
agreement with the recommendation that related coats and 
trousers be purchased concurrently and the practice is being 
followed to the extent practicable. 


The General Services Administration concurs in the committee 
recommendation. 


PERFORMANCE BONDS (Recommendation No. 23): 
Performance bonds, when required by military procurement 
regulations and under the terms of the contract, should be ob- 


tained from the contractor within the time specified in the 
contract. 


Resutts.—The Department of Defense concurs in this reecommend- 
ation. ASPR 10—103-1 has been revised to add the requirement that 
performance bonds, when required under the contract, shall be fur- 
nished by the contractor within the time specified in the contract, and 
failure to furnish a bond within 10 days after notice by the contrac ting 
officer, shall be cause for default termination under applicable ASPR. 

The General Services Administration concurs in the committee 
recommendation. 

The committee considers that the Department of Defense has 
fulfilled this recommendation from a procedural standpoint. 
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EXTENSION OF DELIVERY SCHEDULES (Recommendation 
No. 24): 

Extensions of delivery schedules for inexcusable delays after 
contract award should be granted only in exceptional circum- 
stances and on the basis of adequate price considerations to the 
Government, 


Resutts.—The Department of Defense concurs in this recom- 
mendation and refers to the commentary it made under recommenda- 
tion No. 11 regarding default for delinquencies. 

The General Services Administration makes this statement: 


We feel that in those cases where delivery is of such sig- 
nificance that it can be reasonably anticipated that a delin- 
quency would cause the Government to suffer real but diffi- 
cult-to-measure damages, the contract should include a liqui- 
dated damages provision. In other cases the Government’s 
interest would be protected by proper administration of the 
default clause of the contract provisions. 


The extent of fulfillment of this recommendation depends 
specific procurement actions. 


CONTRACTS TO RELATIVES OF GOVERNMENT OFFICIALS 
(Recommendation No. 25): 
Government contracts should not be awarded to the mem- 
bers of the immediate family of a Government official occupying 
a major administrative or policymaking position. Such contract 
awards are repugnant to public policy. 


Resutts.—The Department of Defense has advised the commit- 
tee that the General Counsel of the Department 


has under consideration a Department of Defense directive 
relating to the subject which he will furnish to the commit- 
tee upon publication. 

This directive, relating to ‘‘conflict of interest’? matters, has not 
yet been published. 

The General Services Administration agrees with the principle of the 
recommendation but expresses the opinion that legislation should be 
enacted to cover this point. 

The sense of the committee’s recommendation has been reexamined 
by the Comptroller General in a communication to Subcommittee 
Chairman Holifield dated April 2, 1957. (See committee hearings 
on military clothing procurement, p. 404.) 

The Department of Defense directive will be examined when it is 
published for its bearing on the matter at issue. 


SMALL BUSINESS ADMINISTRATION (Recommendation No. 
26): 
Certificates of competency issued by the Small Business Admin- 
istration should be based on a review of the bid and contract 
information in procurement agency files, plant survey reports, 
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and independent field investigations, and should be consistent 
with applicable statutes and regulations governing bidder 
qualifications. 


Resvu.ts.—The Small Business Administration has stated to the 
committee that its procedures in issuing certificates of competency, 
which are contained in “SBA Manual 400,” “‘insure effectuation of the 
committee’s recommendation.”’ 

The committee has found that manual regulations and procedures 
frequently are observca in a careless or haphazard way; further, that 
SBA shows little or no concern with contractor qualifications under 
applicable laws other than its own statute. By letter dated March 4, 
1958, Subcommittee Chairman Holifield called to the attention of 
Chairman Patman of the House Small Business Committee the matters 
affecting small business contained in this and the following two 
recommendations. 

At the time of the committee’s report, an unresolved problem was 
the extent to which the Small Business Act (15 U.S.C. 631 et seq.) 
supersedes other statutory and administrative requirements for con- 
tractor qualifications to perform Government contracts. This matter 
was referred to the Comptroller General on March 6, 1958, by Sub- 
committee Chairman Holifield; and a clarifying opinion by the Comp- 
troller General was returned under date of April 14, 1958 (B-135444). 
This opinion has been circulated to interested Department of Defense 
procurement agencies and should contribute more clearcut and effec- 
tive relationships between the Department of Defense and the Small 
Business Administration. 

The committee is not satisfied that the Small Business Administra- 
tion is effectively fulfilling the recommendation. 


VERIFYING SMALL BUSINESS CERTIFICATION (Recom- 
mendation No. 27): 


In making size determinations for purposes of small-business 
classification, the Small Business Administration should verify 
certifications of the prospective contractor in doubtful or difficult 
cases through field investigations by regional office personnel, 
including inspection of payroll data. Size determinations should 
take into account not only average past employment over a 
designated period but prospective employment in performance 
of the Government contract or contracts. 


Resvutts.—The Small Business Administration, in section 103.2 of 
its published regulations (22 F.R. 2121), now provides that size 
determinations of small-business firms will be based on the average 
employment of the concern and its affiliates during the preceding 
four quarters. This approach is intended to discourage large firms 
from improperly representing themselves as small businesses by 
reducing the number of employees prior to a Government contract 
award. 

The Small Business Administrator has expressed his concern over 
the “up and down” employment common in certain industries, but 
states that— 
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ordinarily it is not feasible to consider as a factor the possible 
increase in employment that will result from the award of 
the contract being considered. 


The committee’s investigations in the military clothing field have 
revealed repeated instances of firms representing themselves as small 
business one day, and becoming big business the next, under prevailing 
size determinations after a Government contract is assured. 

As to the extent of fulfillment by the Small Business Administration, 
the committee’s observation in connection with recommendation No. 
26 is applicable here also. 


CONTRACTS FOR SMALL BUSINESS (Recommendation No. 28): 


The Small Business Administration should be notified in 
advance of all pending contract awards reserved or set aside in 
whole or in part for small business. A certification from the 
Small Business Administration that the prospective contractor 
qualifies as small business should be obtained by contracting 
officers in making such awards. 


Resutts.—The Small Business Administration has advised the 
committee that it endeavors to obtain as much advance information as 
possible concerning proposed awards reserved for small business, but 
that such information is not always obtainable in view of certain 
unilateral set-asides by the military and civil procuring agencies. 

Small Business Administration states, further, that it is unable to 


make small-business certifications prior to awards because of budgetary 
limitations. During fiscal year 1957 there was a total of 9,389 set- 
asides in military and civil procurement, involving the award of 
13,416 contracts. The Administrator said: 


I believe you will agree that since this agency employed 
only 97 professional, nonsupervisory, field personnel in the 
entire procurement and technical assistance program for fiscal 
year 1957, it would not have been feasible for us to undertake 
a size investigation, determination, and certification in con- 
nection with so large a number of contracts. Because of this 
practical problem, this agency has been compelled to adopt 
the self-certification method in instances where the con- 
tractor’s status is not challenged. 


The Administrator stated also that spot checks would be under- 
taken, similar to those made of taxpayers’ statements by the Internal 
Revenue Service, and that any instances of improper seicaepeientias 
would be reported to the Department of Justice for appropriate action. 

The Department of Defense reported with regard to recommenda- 
tion No. 28 that it could not comment on the recommendation— 


* * * in the absence of indication from the Small Business 
Administration regarding the impact of the recommended 
procedure. It is also likely that consultation would be neces- 
sary with the Small Business Committees of the Congress 
before adopting a final position. 


The committee also is advised that DOD will work out procedures 
with SBA to accommodate the recommendation. 
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The General Services Administration states that SBA representa- 
tives assigned to GSA recommend small business set-asides and that 
this procedure provides automatic advance notification to SBA. 


ADOPTION OF RECOMMENDATIONS (Recommendation No. 29): 


The Secretary of Defense should consider the recommendations 
made in this report which are applicable to the Department of 
Defense, direct that they be effected, and direct that the Armed 
Services Procurement Regulations be amended to reflect these 
recommendations. 


Resutts.—The Secretary of Defense has fulfilled the recommenda- 
tion to the extent indicated in this report. 


REVIEW BY GENERAL ACCOUNTING OFFICE (Recommenda- 
tion No. 80): 


The General Accounting Office, in management surveys of the 
military procurement agencies, and specifically of the Phila- 
delphia Quartermaster Depot, should consider the applicable 
recommendations in this report and determine the extent to 
which administrative changes have been instituted to effect these 
recommendations. 


Resuuts.—The Comptroller General has advised that he “‘will be 
glad to comply with the committee’s recommendation.” 

The Comptroller General has advised Subcommittee Chairman 
Holifield by letter dated September 4, 1957, in part as follows: 


We have noted recommendation No. 30 in the Military 
Clothing Procurement report wherein the General Account- 
ing Office is requested in their management surveys of the 
military-procurement agencies to determine the extent to 
which the administrative changes have been instituted to 
effect the recommendations of the committee. We will be 
glad to comply with the committee’s recommendation. In 
the future our audit programs for this area will include a re- 
view of the agencies’ actions with respect to the committee’s 
recommendations. 

In our next audit of the Philadelphia Quartermaster Depot 
we will make a review of their procurement policies and 
practices to determine the extent of improvements effected. 
A report of our findings will be submitted to the committee 
at the completion of the audit. 

Your referral of the reports is greatly appreciated. We 
would also like to thank you for the opportunity of working 
with your staff in the studies covered by these reports. We 
feel that the experience gained in working with you will be 
of great benefit in our reviews of these activities. The work 
of the committee is most commendable and should provide 
a basis for considerable improvement in the Government’s 
policies and practices in the procurement field. 
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The committee expects to receive the General Accounting Office 
report in the near future. 


Note.—Insufficient time was available for the Military Operations Subcom- 
mittee to make a complete compilation of the results of all of the 11 reports 
which were based on studies by this subcommittee. 

Therefore, the results from the recommendations contained in the following 
seven reports, issued during the 85th Congress, have not been included in this 
report: 


House Report No. 1169 (Fourteenth Report)—Letter Contracts and Contract 
— in Military Procurement (submitted to Speaker on August 14, 
1957). 

House Report No. 1370 (Eighteenth Report)—Military Clothing Procurement 
(Executive Action in Response to Committee Recommendations) (submitted 
to Speaker on February 20, 1958). 

House Report No. 1371 (Nineteenth Report)—United States Military Aid and 
Supply Programs in Western Europe (submitted to Speaker on February 20, 
1958). 

House Report No. 1874 (Twenty-sixth Report)—Analysis of Civil Defense 
Reorganization (Reorganization Plan No. 1 of 1958) (submitted to Speaker on 
June 12, 1958). 

House Report No. 2011 (Twenty-eighth Report)—-Military Air Transportation 
(submitted to Speaker on June 26, 1958). 

House Report No. 2554 (Thirty-fourth Report)—Atomic Shelter Programs 
(submitted to Speaker on August 12, 1958). 

House Report No. 2660 (Thirty-sixth Report)—Rocket Launcher Procurement 
(submitted to Speaker on August 18, 1958). 





Ill. WORK OF THE GENERAL GOVERNMENT ACTIVITIES 
SUBCOMMITTEE 


The General Government Activities Subcommittee did not prepare 
formal investigative reports such as those prepared by the other sub- 
committees. But the many recommendations emerging from this 
subcommittee during its continuing studies and investigations have 
led to executive agency action resulting in great cash savings to the 
Nation’s taxpayers. In addition, its investigative role was supple- 
mented by its important legislative work: Of the 40 bills reported by 
the committee, 26 emanated from this subcommittee. 

The subcommittee also effected direct savings to the Government 
of over $2 million, and indirect savings of much more, by its very 
valuable review of numerous proposed negotiated sales of surplus 
property and its aid in persuading the executive agencies to make sales 
of Government property at full and fair market value. 

Positive evidence of the value of the subcommittee recommenda- 
tions concerning property disposals is the fact that every subcommittee 
recommendation for a new appraisal or for obtaining fair market value 
resulted in the agency’s getting more cash return for the property 
than the Government would have received under the terms originally 
approved by the agency. 

The subcommittee’s experience in its review of negotiated sales of 
Government surplus property served as the basis for many of the 
provisions in the act of July 2, 1958 (72 Stat. 288; Public Law 85-486), 
which amended section 203(e) of the Federal Property and Adminis- 
trative Services Act of 1949, as amended (40 U.S.C. 484), regarding 
advertised and negotiated sales of surplus property. The committee’s 
report, prepared by the subcommittee to accompany the bill, provides 
a specific guide for such disposals (H. Rept. 1763, 85th Cong., 2d 
sess. ). 


Illustrative of the scope and value of other subcommittee work are 
the following: 

(1) The subcommittee substantially aided in defeating H.R. 
10045, 85th Congress, whose enactment would have resulted in 
a& giveaway windfall of over $500,000 in the sale of lands in 
Fairfax County, Va., which became surplus after abandonment 
of the Burke Airport project. 

(2) The subcommittee has vigorously opposed the Defense 
Department’s attempt under the guise of the Federal Property 
and Administrative Services Act of 1949, as amended (40 U.S.C. 
471 et seq.), to have over 100 Government-owned telephone dis- 
tribution systems declared surplus and disposed to private com- 
panies which would then immediately lease the telephone system 
back to the Government without any interruption in use or 
possession. 
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(3)§A significantfgainfinJefficiency andijeconomyjof operations 
was realized when the Veterans’ Administration adopted new 
procedures for burial of veterans in national cemeteries (VA 
Circular 10-240, Dec. 17, 1958) which incorporated changes 
recommended by the subcommittee. 

(4) The subcommittee has urged General Services Administra- 
tion to take advantage of the Government’s option to purchase 
the Post Office and Courthouse Public Building project at Rock 
Island, Ill., under the lease-purchase program. Thus, by elimi- 
nating both the cost of interest on the unpaid balance of the 
purchase price and the real estate taxes, the Government could 
effect a savings of $1,845,000. General Services Administration 
has accepted the subcommittee’s invitation to confer on a means 
of carrying out the plan recommended by the subcommittee. 

(5) The subcommittee has continued surveillance over admin- 
istration of the Government nickel plant at Nicaro, Cuba, by the 
General Services Administration (see hearings, 85th Cong., 2d 
sess., April 23 and 24, 1958), following up the committee’s report 
made during the 84th Congress (H. Rept. 2390, 84th Cong., 2d 
sess.). Benefits continued to accrue to the Government during 
1958 as a result of agency fulfillment of subcommittee recom- 
mendations concerning the Nicaro plant. Thus, a saving of 
$52,330.19 was made on the operator’s fee for the Nicaro plant 
during 1958. In late 1958, the GSA negotiated for the 1959 
operation of the Nicaro plant, and followed subcommittee recom- 
mendations to (a) utilize competitive bidding practices and ()) 
eliminate the experimental research fee and affiliated reimbursa- 
ble expenses formerly received by the firm operating the plant for 
the Government. Because the successful bidder agreed to elim- 
inate the experimental and research charges, the contract price 
for 1959 was $80,000 less than that for 1958. 





IV. RECOMMENDATIONS AND RESULTS OF COMMITTEE 
REPORTS BASED ON STUDIES OF THE INTERGOVERN- 
MENTAL RELATIONS SUBCOMMITTEE 


{H. Rept. 575, 85th Cong., 1st sess. ] 


REPLIES FROM STATE AND LOCAL GOVERNMENTS TO 
QUESTIONNAIRE ON INTERGOVERNMENTAL RELA- 
TIONS 


Sixth Report by the Committee on Government Operations 
(Submitted to the Speaker June 17, 1957) 


This report contains an objective summary of comments made by 
State and local officials in response to the committee’s questionnaires 
on a series of broad questions relating to Federal programs concerning 
intergovernmental relations. Since the purpose of House Report 
No. 575 was to provide background material for hearings and a later 
report on Federal-State-Local relations (H. Rept. 2533), it contains no 
recommendations. 


[H. Rept. 1175, 85th Cong., 1st sess. ] 


ACTIVITIES OF THE DEPARTMENT OF HEALTH, EDUCA- 
TION, AND WELFARE RELATING TO POLIO VACCINE 


Fifteenth Report by the Committee on Government Operations 
(Submitted to the Speaker August 15, 1957) 


This report is based on committee hearings held in October 1956 
concerning expenditure of Federal funds for polio vaccine. Disclo- 
sures at these hearings led to a Federal grand jury investigation (at 
Trenton, N.J.) of a possible price-fixing conspiracy in the sale of polio 
vaccine. If such a conspiracy is shown to exist, Federal and State 
Governments could recover treble damages for any excessive charges 
which were paid for polio vaccine as a result of the conspiracy. 

In March 1957 an additional hearing was held with respect to 
assisting State and local governments in the prevention of polio; the 
supply of, demand for, and distribution of vaccine; and the collection 
and dissemination of information concerning polio vaccine. 


RECOMMENDATIONS 
HEW PROCUREMENT POLICIES (Recommendation No. 1): 


The committee recommends that the Department of 
Health, Education, and Welfare and the Public Health Service 
make a thorough examination of their policies and procedures 
relating to procurement of drugs and hospital supplies and make 
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such revisions as were necessary to obtain proper economy and 
efficiency. 
In airy the committee recommends that— 
(1) careful estimates be made of the reasonable cost of all 
items being procured in quantity; 
(2) a determined effort be made to secure quantity dis- 
counts on all large purchases 
(3) invitations for bids specify quantitites and delivery 
dates whenever possible in order to secure more effective 
competition. 


Resutts.—The Department of Health, Education, and Welfare ad- 
vised the committee in December 1957 that: 


Our procurement policies regarding the purchases of drugs 
and hospital supplies differ in only minor respects from 
the detailed recommendations of the committee. 


During 1958, the General Accounting Office, at the request of the 
committee, made an investigation of alleged irregular procurement 
procedures at St. Elizabeths Hospital, an installation operated by the 
Department of Health, Education, and Welfare. The Comptroller 
General reported to the committee that information developed in 
this investigation indicated, among other things, that specifications 
used in the purchase of certain supplies discouraged competition and 
that contracts were awarded on terms and conditions which differed 
materially from advertised specifications. The General Accounting 
Office also reported that it found a number of instances in which 
HEW procurement procedures and General Services Administration 
regulations were not followed. The Secretary of Health, Education, 
and Welfare advised the committee on January 2, 1959, of a number 
of corrective actions taken by the Department to prevent a recur- 
rence of procurement irregularities. ‘The Secretary also reported that 
plans are being made for a comprehensive survey of procurement, 
supply, and property-management functions of St. Elizabeths Hospital. 

The General Accounting Office has been asked to determine whether 
the Department of Health, Education, and Welfare is utilizing satis- 
factory procedures to euard against purchasing irregularities at other 
installations under its supervision. Additional information requested 
from the Department concerning its purchasing procedures has not 
yet been received by the committee. 


PRECAUTIONS AGAINST ANTITRUST VIOLATIONS (Rec- 
ommendation No. 2): 

The committee recommends that the Department of Health, 
Education, and Welfare and the Public Health Service take more 
adequate precautions against the possibility of antitrust law 
violations in connection with procurement of drugs and hospital 
supplies. 

In particular, the committee recommends that such additional 
steps as were necessary should be taken to— 

(1) insure that all identical bids or other evidence of 
possible collusive bidding are promptly reported to the 
Justice Department; 





RESULTS FROM RECOMMENDATIONS 65 


(2) avoid the possibility of antitrust law violations in 
connection with the use of advisory committees; 

(3) require prices to be quoted f.o.b. factory rather than 
f.o.b. destination whenever feasible. 


Resutts.—The Department of Health, Education, and Welfare 
advised the committee in December 1957 that: 


We are now reporting to the Department of Justice iden- 
tical bids in the procurement of drugs and hospital supplies. 


The Department stated that it regarded the practice of requiring 
bids based on f.o.b. destination as generally more efficient than bids 
f.o.b. factory. 

Additional information requested from HEW concerning this 
recommendation has not yet been furnished to the committee. 


PREVENTING ANTITRUST VIOLATIONS IN FEDERAL 
PROCUREMENT (Recommendation 3): 


The committee recommends that the Justice Department take 
such additional action as might be necessary to guard against 
the possibility of antitrust violations in connection with the Fed- 
eral procurement and the commercial sale of drugs and hospital 
supplies. 

Specific recommendations, and the action taken on them, follow: 


1. Polio Vaccine Price Fixing 


The Justice Department should continue its current grand 
jury investigation of possible price fixing in the sale of polio 
vaccine until a thorough, comprehensive, and searching exam- 
ination of all relevant facts has been made. 


Resvutts.—The grand jury returned an indictment on May 12, 1958, 
charging the five manufacturers of polio vaccine with conspiring to 
fix prices in sales to agencies of Federal, State, and local governments 
and tax-supported institutions. Trial is scheduled to commence on 
April 7, 1959. 

2. Other Antitrust Violations 


The Justice Department should extend its present investi- 
gation or conduct a new investigation in order to determine 
whether there have been antitrust law violations in the sale 
of other drugs and hospital supplies. 


Resutts.—The Justice Department is currently investigating pos- 
sible violations of antitrust laws in the sale of four major categories 
of drugs or hospital supplies through two grand juries and the Federal 
Bureau of Investigation. 


3. Reporting Evidence of Antitrust Violations 


The Justice Department should take such additional action 
as is necessary to insure that the various departments and 
agencies of the Federal Government are aware of the danger 
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of antitrust law violations and that such departments and 
agencies promptly report evidence of violations to the 
Justice Department. 


Resutts.—Section 2305(c) of title 10, United States Code,! and’ 
section 302(d) of the Federal Property and Administrative Services 
Act of 1949? require referral to the Attorney General of bids which 
evidence violations of the antitrust laws. The Antitrust Division of 
the Justice Department arranged conferences with appropriate 
officials of the Department of Defense and the General Services Ad- 
ministration, the two agencies which coordinate procurement for all 
military and civilian agencies. The Justice Department has com- 
mended the cooperation of the committee and its staff. It also stated 
that arrangements have been concluded for making the reports re- 
quired by the statutes more effective. 


4. Justice Department-F' TC Liaison Procedures 


The Justice Department and the Federal Trade Commis- 
sion should establish more effective liaison procedures for the 
exchange of information concerning possible antitrust law 
violations. 


Resutts.—The Department of Justice reports it is satisfied that 
measures currently in force effectively enable exchange of information 
between the Department and the Federal Trade Commission concern- 
ing possible violations of the antitrust laws, but that if it finds that 
details of liaison procedures can be improved, it will promptly seek 
such improvement. 


RECOVERY OF OVERCHARGES ON POLIO VACCINE (Recom- 


mendation 4): 


The committee recommends that the Department of Justice 
conduct a thorough investigation to determine whether excessive 
charges for polio vaccine have been paid by the Federal Govern- 
ment or State and local governments because of antitrust law 
violations. If so, the committee recommended that prompt 
action be taken to recover or to assist State and local governments 
to recover any such excessive charges. 


Resuuts.—The Department of Justice reports that relevant infor- 
mation concerning the possibility of recovering excessive charges paid 
for polio vaccine has been obtained during the course of preparing for 
trial of the Government’s price-fixing case. Proof of violation of the 
antitrust laws is one of the most important elements the Government 
would have to Pere in order to recover damages, and the Department 


estimates it will require a minimum of at least a 6 week’s trial to resolve 
this same issue in the current price-fixing case. Accordingly, the 
Department considers it advisable to defer consideration of a civil suit 
until the conclusion of the criminal trial. 

1 Formerly sec. 2(d) of the Armed Services Procurement Act of 1947; 62 Stat. 21, 22; 41 U.S.C., 1952ed., sec 


151(d). It was substantially reenacted by the act of Aug, 10, 1956 (70A Stat. 641), as 10 U.8.0, 2305(c). 
* Act of June 30, 1949; 63 Stat. 393; 41 U.S.C. 252(d). 
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ag ION OF VACCINATION PROGRAMS (Recommendation 
No. 8): 


The committee recommends that the Public Health Service 
reexamine its policies and procedures relating to polio vaccine 
with the objective of providing the most effective leadership 
possible. 

In particular, the committee recommends that— 

(1) The Public Health Service provide more vigorous 
encouragement and assistance to States and localities where 
vaccination programs have lagged; 

(2) The Public Health Seryice give continuing assistance 
in the establishment of appropriate polio vaccination pro- 
grams for Federal employees. 


Resutts.—The Department of Health, Education, and Welfare 
advised the committee in December 1957 that the Public Health 
Service ‘‘in cooperation with the American Medical Association and the 
National Foundation for Infantile Paralysis, has arranged with the 
National Advertising Council to conduct a nationwide promotion pro- 
gram which is now underway.” A conference was held by the Public 
Health Service in December 1958 to review the polio experience during 
1958 and to map out ways of promoting further vaccinations before 
the summer of 1959. The Department of Health, Education, and 
Welfare has advised that the Public Health Service “has provided 
continuing assistance to Federal agencies in the establishment of 
vaccination programs for their employees.” 


ADVANCE PLANNING (Recommendation 6): 

The committee recommends that the Department of Health, 
Education, and Welfare and the Public Health Service, to the 
extent possible, prepare detailed advance plans for future emer- 
gency situations which might occur because of war, epidemics, 
or development of new methods of preventing disease. 

The committee particularly recommends that— 

(1) A thorough study be made to determine whether 
standby legal authority should be obtained for the allocation 
of essential drugs or other purposes in the event of a future 
emergency situation; 

(2) In connection with such study, the Justice Department 
be asked to determine whether voluntary allocation programs 
are permissible under the antitrust laws. 


Resutts.—Additional information has been requested from the 
Department of Health, Education, and Welfare concerning this 
recommendation but has not yet been provided to the committee. 


FURTHER POLIO RESEARCH (Recommendation 7): 

The committee recommends that the Public Health Service con- 
tinue to encourage and assist research to develop even better methods 
of protection against polio. In making this recommendation, the 
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committee emphasized that the Salk vaccine is presently the only safe 
and effective means available for preventing polio. 


Resvutts.—The Department of Health, Education, and Welfare 
has advised the committee that research to develop even better meth- 
ods of protection against poliomyelitis is continuing. 


[H. Rept. 2533, 85th Cong., 2d sess.] 


FEDERAL-STATE-LOCAL RELATIONS 
Federal Grants-in-Aid 


Thirtieth Report by the Committee on Government Operations 
(Submitted to the Speaker August 8, 1958) 


This report is based on more than.2% years of intensive study by 
the committee following reference to it of the report of the Com- 
mission on Intergovernmental Relations (Kestnbaum report). It 
offers guidelines for the proper consideration of grant proposals, and 
recommends the establishment of needed machinery for improvin 
intergovernmental cooperation. The report outlines the historica 
development of Federal grants, discusses their financial significance, 
and gives a brief description of each existing grant program. The 
appendix contains a compilation of specially prepared background 
information and statistical tables. 

Recommendations in this report are directed to both the executive 
branch and to the committees of Congress. The latter, except for 
recommendation No. 2, which comes within the legislative jurisdiction 
of our committee, are necessarily advisory in nature and their adoption, 
of course, are subject to the discretion of the committees concerned 


RECOMMENDATIONS : 
GUIDES FOR GRANT-IN-AID LEGISLATION (Recommendation 


No. 1 

The committee recommends that in enacting grant legislation, 
Congress should include the following provisions for clarifying 
program objectives and the legislative intent: (1) A clear expres- 
sion of the nature and extent of the problem and of program 
goals; (2) indication as to whether the grant is intended to be 
stimulating or supporting—or both; (3) a requirement for periodic 
review of the program, which would include an assessment of its 
accomplishments, the extent of the unmet need, and the question 
of whether or not the program should be continued; and (4) where 
appropriate and desirable, a termination date. 


Resu.ts.—The committee’s report was distributed to every Member 
of Congress and to all congressional committees in the 85th Congress. 
The report will be sent to all new Members and these recommenda- 
tions will again be brought to the attention of the proper committees 
of the 86th Congress. Inasmuch as the report was issued in August 
1958, recommendation No. 1 could not have influenced bill-drafting 
in the 85th Congress. 
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PROPOSED ADVISORY COMMISSION (Recommendation No. 2): 


The committee recommends the establishment of a permanent 
and broadly based Advisory Commission on Intergovernmental 
Relations, drawing its membership from the Congress, the execu- 
tive branch, Governors, State legislators, mayors, county officials, 
and private citizens. The committee envisages that such a large 
body would meet infrequently, but would maintain workin 
committees to deal with special problems and would be assiste 
by a professional staff. The Commission would make periodic 
reports to both the President and the Congress and could function 
as the central unit for examining grant proposals and advising 
the committees of Congress and the departments and agencies 
on the probable effects of such proposals on the total grant 
structure and on the Federal system. 


Resutts.—Proposed legislation will be introduced in the 86th 
Congress to implement this recommendation. 


STRENGTHEN PRESIDENT’S ROLE (Recommendation No. 8): 


The committee recommends also that the staff unit for inter- 
overnmental relations in the Executive Office of the President 
e strengthened. With the aid of this staff, the President should 

give concentrated and vigorous attention to the coordination and 
improvement of Federal grant programs. Particular attention 
should be directed to the effects of Federal policies on our urban 
communities and metropolitan areas. 


Resutts.—No compliance is observable. Implementation of this 
recommendation requires that the administration develop a serious 
interest in coordinating and improving grant programs and a more 
effective use of the existing White House staff concerned with inter- 
governmental relations. The committee has suggested this staff 
office might be strengthened by the addition of a specialist in urban 
affairs. hile the recommended actions are responsibilities of the 
President, Subcommittee Chairman Fountain has sought to encourage 
their adoption through personal communication with the Deputy 
Assistant to the President for Intergovernmental Relations and with 
the press. 


CONSIDER GRANT STRUCTURE AS A WHOLE (Recommenda- 
tion No. 4): 

The committee recommends that Congress and the President 
give increased attention to the overall pattern of intergovern- 
mental relationships when considering individual grant measures. 
It is recommended that the financial formulas and administrative 
requirements of grant proposals should be submitted to the pro- 
posed Advisory Commission for an evaluation of their consistency 
with existing grant legislation and their impact on the total grant 
structure. 


Resutts.—See note following recommendation No. 1. This rec- 
ommendation has not been fulfilled as yet. Implementation of this 
recommendation must await establishment of a central advisory body, 
as proposed in recommendation No. 2. 





70 RESULTS FROM RECOMMENDATIONS 


STANDARDIZE GRANT CONDITIONS (Recommendation No. 8): 


The committee recommends that an effort be made to obtain 
greater standardization of the conditions and controls applicable 
to existing grant programs. Special attention should be given 
to the various financial formulas to* ascertain their suitability 
for individual program objectives and their combined effect in 
relation to each State’s fiscal capacity. This work might also 
be performed by the proposed Advisory Commission. 


Resutts.—See note following recommendation No. 1. Also, 
implementation of this recommendation must await establishment of 
a central advisory body, as proposed in recommendation No. 2. 


FLEXIBLE GRANTS (Recommendation No. 6): 


While aware of the administrative difficulties caused by the 
use of special categories within some programs, the committee, 
nevertheless, is appreciative of the strong legislative reasons for 
confining grants to narrow segments of a general activity. As 
one means for increasing the flexibility of these programs, the 
committee recommends that the Congress provide authority for 
the transfer of up to 20 percent of edioat apportionments be- 
tween the special categories of any program, when such transfer 
is requested by a Governor and approved by the responsible 
Federal agency as being in the publis interest. At the present 
time the committee’s recommendation would apply only to the 
public health and vocational education programs. 


Resutts.—See note following recommendation No. 1. 


EQUITABLENESS OF FEDERAL AID (Recommendation No. 7): 


The committee recommends that the Department of Health, 
Education, and Welfare study and report on feasible methods 
for improving the equitableness of Federal financial participation 
in State programs for old-age assistance and the other public 
assistance categories. 


Resvutts.—This recommendation is under study by the Department 
of Health, Education, and Welfare. The committee will communi- 
cate further with the Department to obtain fulfillment. 


SUGGESTED LEGISLATION (Recommendation No. 8): 


The committee believes that the Federal Government should 
take particular care to avoid burdening the States with unneces- 
sary or unreasonable administrative requirements. In accordance 
with this principle, the committee recommends that Congress, 
through its appropriate legislative committees, consider: 

(a) Amending the Vocational Rehabilitation Act (29 
U.S.C. 31 et seq.) to remove the present rigid limitation on 
State choice of an appropriate agency for administering the 
vocational rehabilitation program. 
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(6) Repealing section 12 of the Hayden-Cartwright Act of 
1934 (23 U.S.C. 55), which requires the States to earmark 
portions of specific taxes for highway purposes. 

(c) Amending section 12 of the Hatch Political Activities 
Act (5 U.S.C, 118k), which prohibits political activity on the 
part of certain State and local employees, so that the penalty 
for violation is no more severe than the penalty prescribed 
for Federal employees under similar circumstances. 

(2) Amending the Federal Unemployment Tax Act (26 
U.S.C. 3302(b)), to permit the States freedom to reduce their 
tax rates for financing unemployment compensation benefits 
below 2.7 percent of payrolls on a flat-rate basis, as an alter- 
native to experience rating, provided that such action does 
not adversely affect the solvency of a State’s trust fund. 


Resutts.—See note following recommendation No. 1. 








V. RECOMMENDATIONS AND RESULTS OF COMMITTEE 
REPORTS BASED ON STUDIES OF THE INTERNATIONAL 
OPERATIONS SUBCOMMITTEE 


{[H. Rept. No. 10, 85th Cong., 1st sess.] 
UNITED STATES AID OPERATIONS IN IRAN 


First Report by the Committee on Government Operations 
(Submitted to the Speaker January 28, 1957) 


This report is based upon 14 days of public hearings and 2 days of 
hearings in executive session during the period May—July 1956. It 
comprises an analysis of the technical and economic assistance pro- 
grams conducted by the United States in Iran during the period 1951 
through 1955, totaling a quarter of a billion dollars. A number of 
serious defects in the formulation and administration of this program 
are discussed, including a lack of advance study, a looseness of control, 
and misleading presentations to the Congress. Although specific 
illustrations are drawn from the operations in Iran, some of the 
findings reflect weaknesses apparent in the general handling of the 
U.S. aid program throughout the world. 


RECOMMENDATIONS 


DOLLAR DIPLOMACY (Recommendation No. 1): 


That the Congress give concentrated attention to the entire 
problem of foreign aid with a view to determining the extent to 
which it has departed from its economic role and has become a 
vehicle for dealing with diplomatic problems simply by writing 
out annual checks drawn on the U.S. taxpayer. 


Resvutts.—This was a recommendation to the Congress and, 
although there have been some improvements in mutual security 
legislation, it still constitutes a continuing problem. 


ILLUSTRATIVE PROGRAMS (Recommendation No. 2): 


That the Congress require the Department of State and the 
International Cooperation Administration to take whatever meas- 
ures are necessary to reverse the present pattern of deciding on 
dollar commitments first and actual programs and projects later. 
Requests for aid and technical assistance funds should be more 
closely scrutinized before they are authorized and appropriated. 
To this end the Congress should require the executive agencies 
to make their requests and their supporting presentations earlier 
in the session to avoid dealing hastily with these programs in 
the hectic days at the end of a session. The congressional 
committees should require detailed factual information in justi- 
fication of sums requested and should abolish the practice of 
presenting “‘illustrative programs.” 
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Resutts.—Although some progress has been made in increasing 
the detail and clarity of information made available in budget pres- 
entations, as detailed in discussion of other committee recommenda- 
tions, there remains considerable room for improvement. 

Some improvements have been made by ICA in the methods of 
developing programs and recording the successive steps in their 
development. The committee intends to undertake further exami- 
nation of the methods of programing. 


AVAILABILITY OF PERSONNEL (Recommendation No. 3): 


That the Department of State and the International Coopera- 
tion Administration obligate aid funds to specific programs only 
when definite provision has been made for the timely availability 
in the field of sufficient competent personnel, both technical and 
administrative, to assure proper and efficient conduct of these 
programs. 


Resutts.—The Director of the International Cooperation Adminis- 
tration advised the committee in June 1957 that a new personnel 
system had been installed which he hoped would insure the attraction 
of competent personnel to overseas service with the agency and which 
was also intended to provide a more accurate forecast of staff require- 
ments overseas. 

In December of 1958, the Director advised the committee that 
results had confirmed his earlier opinion, and that the new personnel 
system was in fact attracting competent personnel. He also stated 
that the agency’s procedures for approving and funding programs take 
specific account of the availability of personnel to staff proposed 
projects, and that staffing requirements are closely scrutinized and 
adjusted to meet realistic estimates of the timely availability of per- 
sonnel before funds are obligated. 

The Secretary of State advised the committee, in December 1958, 
that administrative positions in Iran are at present almost fully 
staffed. 

The Secretary added that the appropriation requests for fiscal years 
1958 and 1959, recognizing the recruitment difficulties of ICA, had 
presented an estimate of technician costs which was adjusted for the 
estimated vacancy rate. 


EXPENDITURE OF LOCAL CURRENCY (Recommendation No. 4): 


That the Congress require detailed and meaningful reports of 
how local currency generated by U.S. financed imports was 
actually expended within the recipient country. Reports which 
show merely what commodities were bought in the United States 
tell only half the story. Such reports should be required in 
sufficiently clear terms to allow congressional judgment to be 
exercised on the efficiency and economy of such expenditures. 


Resutts.—Reports made to the Congress by ICA still do not pro- 
vide all the information this committee considers necessary and de- 
sirable. The Director of ICA has recently (August 1958) instituted 
certain internal studies respecting local currency and further action 
by the committee will wait comaition of these studies, 
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PARTICIPATION BY AID-RECEIVING COUNTRIES (Recom- 
mendation No. 6): 

That the Congress require unequivocal and frank reports from 
the Department of State and the International Cooperation 
Administration on the extent to which aid-receiving countries 
can and do help themselves. United States funds should not be 
used to finance projects which foreign governments are able to 
finance themselves. Where the program can be handled as a 
loan, it should not be given as an outright grant. Grants should 
be pared to the minimum with the maximum portion of the pro- 
gram financed by the country receiving the benefit. 


Resutts.—There have been several recent expressions of policy by 
the executive branch relating to increased participation by aid- 
receiving countries. In addition, changes in the mutual security pro- 
gram, such as the creation of the ‘Development Loan Fund, exemplify 
the increased emphasis on loans as opposed to grants. 


GENERAL ACCOUNTING OFFICE AUDITS (Recommendation 
No. 6): 

That the General Accounting Office establish and require the 
use of accounting systems by the International Cooperation Ad- 
ministration which will insure accurate end-use accounting for 
the expenditure of foreign economic aid funds. The General 


Accounting Office should also expand and strengthen its audits 
of economic aid expenditures to assure timely, accurate, and 
fully detailed reports to the Congress. 


Resutts.—The General Accounting Office advises that it is con- 
tinually seeking to improve its procedures and controls, in the spirit 
of this recommendation. Discussion has also been held with the 
General Accounting Office concerning the advisability of followup 
audits. It is the position of the GAO that, with limited personnel, a 
second audit in any country already cove red of necessity precludes 
their examining the operation of the mutual security program in some 
other area. The committee has expressed the view, however, that 
there should be selected followup audits in order to determine the 
general degree of compliance with GAO recommendations. The 
GAO is currently conducting such followup audits in three countries- 
India, Pakistan, and Iran. 


INTERNAL INVESTIGATIONS (Recommendation No. 7): 


That the Department of State and the International Coopera- 
tion Administration identify the individuals responsible for the 
waste and lax administration described in this report and take 
prompt action to insure that they shall no longer occupy positions 
of trust and authority in the expenditure of United States aid 
funds. 


Resutrs.—The Director of the International Cooperation Adminis- 
tration advised the committee, in June 1957, that the agency had 
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made a complete study of House Report 10 and related documents 
and on this particular point commented: 


Although we freely acknowledge that there were inade- 
quacies in the administration of the Iran program and that 
mistakes were made, I do not believe that these mistakes were 
of such magnitude as to warrant the taking of the actions 
recommended by the committee. 


The Secretary of State has concurred in the opinion of the Director 
of the International Cooperation Administration. 

The committee does not agree with the Director’s opinion, since it is 
based not upon the inquiry by the agency but upon the agency’s 
opinion that no further inquiry is required. 


{H. Rept. 449, 85th Cong., Ist sess.] 


REVIEW OF THE BUDGET FORMULATION AND PRESEN- 
TATION PRACTICES OF THE INTERNATIONAL COOPER- 
ATION ADMINISTRATION 


Fifth Report by the Committee on Government Operations 
(Submitted to the Speaker May 15, 1957) 


This report considers the programing practices of the International 
Cooperation Administration, and its annual budget presentation to 
the Congress, and notes a number of remediable deficiencies in each. 


It is based upon information developed in the course of earlier in- 
quiries by the committee, perusal of numerous audit reports prepared 
by the Comptroller General, and 3 days of open hearings in April 
1957 at which clarifying testimony was received from ICA and GAO 


witnesses. 


RECOMMENDATIONS 


RECIPIENT COUNTRY PARTICIPATION (Recommendation 
No. 1): 

That the International Cooperation Administration’s budget 
presentation include evidence of firm assurances as to the willing- 
ness, ability, and the extent of recipient country participation, 
and financial information adequate to permit a competent ap- 
praisal of past performance and current proposals. 


Resuutrs.—The Director of the International Cooperation Adminis- 
tration advised the committee, in December 1958, as follows: 


All field missions have been given a clear directive, subject 
to the judgment of the Ambassador, to have the recipient 
country participate to the maximum extent feasible in pro- 
gram development. Limitations which must be taken into 
account include national security considerations, the inability 
to commit the United States prior to the enactment of appro- 
priations, and other special considerations which affect the 
United States negotiating position. The congressional pres- 
entation reflects the degree of recipient country participation 
to the extent feasible. 
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OBLIGATIONS “STOCKPILE” AND COMMODITY “PIPE- 
LINE” (Recommendation No. 2): 

That the International Cooperation Administration’s budget 
presentation include clear and complete data on “stockpiled”’ 
obligations and on the “pipeline” of unshipped commodities 
for each country, together with explanations therefor. Such 
data should clearly indicate how long these funds have been 
available, and the extent to which they have been carried over 
from 1 year’s appropriation to another. 


Resvutts.—The Director of the International Cooperation Adminis- 
tration advised the committee, in December 1958, as follows: 


The presentation for fiscal year 1959 included data showing 
cumulative obligations and expenditures and the unliqui- 
dated balance (‘pipeline’) for each country, as well as 
expenditure analysis tables by major appropriations, func- 
tions, and regions. In addition, special exhibits were 
prepared showing the pipeline of unshipped commodities for 
each country, and the length of time funds for each country 
had been available. 


MAJOR PROJECTS (Recommendation No. 8): 
That the International Cooperation Administration’s budget 
presentation include, for each major project, clear and complete 


information on the overall estimated cost, length of time required 
for completion, recipient country contributions expected and 
received, reasons for any lags in implementation, and other data 
relevant to the determination whether funds should be 
appropriated. 


Resvutts.—The Director of the International Cooperation Adminis- 
tration advised the committee, in December 1958, as follows: 


The presentation for fiscal year 1959 included a supple- 
ment showing all the data suggested except information on 
recipient country contributions. Because of the limitations 
mentioned under the response to recommendation No. 1, 
contribution data on proposed projects are too incomplete 
to include in a standard form prepared for each project. 


LEVELS OF AID (Recommendation No. 4): 
That the International Cooperation Administration’s budget 
presentation include justification, in clear and adequate detail, 
of each country level of aid proposed. 


Resvutts.—The Director of the International Cooperation Adminis- 
tration advised the committee, in December 1958, as follows: 


The presentation for fiscal year 1959 presented a justifica- 
tion of each proposed country level of aid. Due to revisions 
in the budget formulation process, we are now in position to 
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present a more complete explanation of aid level figures. 
Pursuant to. section 537(f) of the Mutual Security Act addi- 
tional data will be included in the presentation for fiscal 
year 1960. 


The committee had occasion to refer to this problem of “levels of 
aid”’ in a subsequent report (H. Rept. 1374, recommendation No. 1). 
The explanation of how levels of aid are determined is still lacking in 
clarity and detail in the budget presentation material. 

The committee will examine the budget presentation for fiscal year 
1960 in order to determine whether section 537(f) of the Mutual 
Security Act, added last year, will remedy the deficiency.!. Under 
this provision, such presentations to the Congress must be accom- 
panied by a detailed explanation of both the method used and the 
significant factors considered in arriving at proposed program. 


POLITICAL BASIS OF PROJECTS (Recommendation No. 5): 


That the International Cooperation Administration’s budget 
presentation include identification of those projects and programs 
which are based primarily on policy rather than economic con- 
siderations, together with full and specific explanations as to the 
necessity for such activities and how the amounts therefor were 
determined. 


Resuutts.—The Director of the International Cooperation Adminis- 
tration advised the committee, in December 1958, as follows: 


In the presentation and in the oral testimony of witnesses, 
explanations are furnished as to the principal policy and 
economic considerations influencing or determining specific 
proposed projects and programs. Since proposals in each 
instance include both policy and economic considerations, it 
is impossible to isolate in a formal manner the extent to which 
projects and programs are based on one consideration rather 
than the other. 


The committee cannot agree that it is impossible to determine, for 
the generality of projects, whether the primary motivation is economic, 
olitical, or military. The testimony of executive branch witnesses, 
efore this and other committees of the Congress, has frequently 
reflected the viewpoint that such a determination 7s possible. 

The committee’s position, as clearly expressed on numerous occa- 
sions to the executive branch, is simply this—if it is not possible to 
make a clear determination in the overwhelming majority of cases as 
to which category of mutual security funds should be used for a 
particular project, then the use of such categories in the act is useless 
and deceptive. 


LOCAL CURRENCY PROCEEDS—PUBLIC LAW 480 (Recom- 
mendation No. 6): 

That the International Cooperation Admiunistration’s budget 

presentation contain complete information on the proposed uses 

of the local currency proceeds allocated to the International Coop- 


1 Act of June 30, 1958 (72 Stat. 261, 270; 22 U.S.C. 1797(f); Public Law 85-477). 
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eration Administration from agricultural surplus sales under the 
Agricultural Trade Development and Assistance Act of July 10, 
1954 (68 Stat. 454; 7 U.S.C., supp. V, sec. 1427, 1431, 1691, et 
seq.; P.L. 480, 83d Cong.) 


Rxesutts.—The Director of the International Cooperation Adminis- 
tration advised the committee, in December 1958, as follows: 


The presentation for fiscal year 1959 provided extensive 
program and fiscal information with respect to all local 
currencies administered by mutual security program agen- 
cies, including Public Law 480 currencies. 


FLEXIBILITY OF AID FUNDS (Recommendation No. 7): 


Since inception of the mutual security programs, the adminis- 
tering agencies have enjoyed a wide, flexible authority. Origin- 
ally, this was considered necessary because programs of interan- 
tional aid were new and there was no background of experience 
to guide the Congress or the administration, and because of the 
state of emergency which then existed. 

During the last decade, practices have developed which raise 
serious questions as to whether this authority has been prudently 
employed. 

We therefore recommend that the appropriate committees of 
the Congress reexamine the need for this flexible authority with 
a view toward determining the wisdom of curtailing it by the 
following actions: 

(1) Appropriating to the President an “emergency” fund, 
for which he is accountable to the Congress, separate from 
the “planned” portion of the mutual security program ; 

(2) Limiting the broad power of the President to transfer 
funds from the ‘ ‘planned”’ portion of the mutual security 
program to “emergency” purposes; 

(3) Requiring ICA to improve its ‘‘planned” budget pres- 
entation so that the Congress as a whole may be fully 
informed with respect to the intended annual programs; 

(4) Insuring that the budget presentation be firm, rather 
than “illustrative, ” either by appropriating funds on a 
country or projec et basis, or through incorporation of the 
budget proposal by reference into the appropriation act so 
that it constitutes a limitation on expenditures by the 
agency. 


Resutts.—In the opinion of the committee, this is a continuing 
problem of great weight. These subjects have been discussed on the 
floor of the House and considered by the Congress in passing on mutual 
security legislation. 

The committee will examine the budget presentation for fiscal 
year 1960 in order to determine whether section 537(f) of the Mutual 
Security Act, added last year,? will remedy the deficiency. 


2 This section was added in the act of June 30, 1958 (72 Stat. 261, 270; 22 U.S.C. 1797(f); Public Law 85-477). 
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[H. Rept. 1166, 85th Cong., 1st sess.] 
STATE DEPARTMENT PUBLIC OPINION POLLS 


Eleventh Report by the Committee on Government Operations 
(Submitted to the Speaker August 14, 1957) 


This report covers an inquiry during the period February—July 
1957, which included 5 days of hearings. The inquiry led to the find- 
ings that the payment for public opinion polls by the Department of 
State with funds from the appropriation entitled ““Emergencies in the 
Diplomatic and Consular Service” was illegal, and that the Secretary’s 
“certification” of these expenditures, which had the effect of precluding 
audit by the General Accounting Office, was improper and without 
adequate foundation. The report also raises serious questions about 
the conduct and handling of the polls themselves, including the 
validity of sampling employed, the suitability of the questions selected 
for polling, and the legality or propriety of the release of certain poll 


results. 
RECOMMENDATIONS 


“CERTIFIED” EXPENDITURES OF “EMERGENCY” FUNDS 
(Recommendation No. 1): 

That the Department of State reexamine uses it has made, 
and is making, of the funds appropriated under the heading 
“Emergencies in the Diplomatic and Consular Service,’”’ and of 
the exercise of the Secretary’s authority to ‘‘certify’’ such ex- 
penditures under section 291, Revised Statutes (31 U.S.C. 107), 
in order to determine whether any additional items appear which 
might be considered to be illegal or improper. The discovery in 
this inquiry of the use of ‘‘emergency”’ funds for public opinion 
polls, and the discovery in an earlier inquiry by this committee 
(H. Rept. 2172, 84th Cong.) that a similarly questionable ex- 

enditure had been made for a management survey, indicate a 
ack of meticulousness on the part of the Department with respect 
to the use of these funds. 


Resutts.—The Secretary of State advised the committee that 
the use of public opinion polls has been discontinued, and that if 
future polls were contemplated, “emergency” funds would not be 
used to finance them. 

The Secretary of State advised the committee, in September 1957, 
that the Department will take every precaution to insure that the 
use of “emergency” funds, and the “certification” of expenditures 
under section 291, Revised Statutes, are appropriate in each instance 
where exercised. 


STANDARDS FOR FUTURE POLLS (Recommendation No. 2): 


The committee expresses no opinion on the propriety of con- 
ducting future polls with proper funds, but, in the event the 
Department of State plans the conduct of any future polls, recom- 
mends that proper care be given to insure that the sample is 
sufficiently large to permit adequate analysis, and sufficiently 
representative of the population at large to avoid distortion; and 
that the questions are so phrased as to differentiate between 
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informed and uninformed opinion, and to avoid stimulating 
particular conclusions. 


Resutts.—The Secretary of State advised the committee, in 
December 1958, that the Department has not conducted any public 
opinion polls since the issuance of House Report 1166. 


CONGRESSIONAL LIAISON (Recommendation No. 3): 


That the International Cooperation Administration and the 
Department of State reexamine their congressional liaison policies 
and practices, with a view toward increasing the candor of their 
responses to requests for information by congressional committees 
ant individual Members. 


Resvutts.—The Secretary of State advised the committee, in 
December 1958: 


The Department continues to make every effort to main- 
tain as high a standard as possible in the provision of infor- 
mation and documents to Members of Congress and con- 
gressional committees. 


The Director of the International Cooperation Administration 
advised the committee, in December 1958: 
A reexamination of our congressional liaison policies and 
practices shows that this agency has continued to adhere to 
its policy of furnishing, with the utmost promptness, com- 
plete, comprehensive, and candid replies to requests for 
information from all congressional committees, Members of 
Congress, and their staffs. 


The committee regards these expressions as well-meaning, but not 
in accord with the committee’s experience in pursuing the inquiry 
that led to the issuance of House Report 1166. 


BUREAU OF THE BUDGET—FEDERAL REPORTS ACT 
(Recommendation No. 4): 

That the Bureau of the Budget reexamine the manner in which 
it discharges its responsibilities under the Federal Reports Act of 
1942 (56 Stat. 1078; 5 U.S.C. 139, et seq.), in order to insure that 
the determinations required by law are made conscientiously, 
and that the Bureau’s approval does not become a mere formalism 
accomplishing no useful purpose. 


Resutts.—The Director of the Bureau of the Budget advised the 
committee, in December 1958, that he disagreed with the committee’s 
conclusion upon which this recommendation was based. 

The committee reiterates this conclusion, from House Report 1166, 
which is adequately supported in the published hearings: 


The Bureau of the Budget failed to measure up to its re- 
sponsibilities under the Federal Reports Act, not only with 
respect to the determination of reasonable need for the polls, 
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but also the statutory requirement that it review and approve 
specific questions. 


“CERTIFIED” EXPENDITURES UNDER SECTION 291, RE- 
VISED STATUTES (Recommendation No. 5): 


That the Congress consider remedial legislation, directed at 
section 291, Revised Statutes (31 U.S.C. 107), to provide for 
careful review and post audit outside the executive branch, on a 
confidential basis where necessary, of expenditures “certified’’ 
thereunder. 


Resutts.—Prior to considering the question whether legislation 
should be introduced on this point, the committee requested the 
Comptroller General to try to establish some change in the working 
practices, which would insure him a greater scrutiny of expenditures 
“certified” by the Secretary of State under this statutory provision. 

The Comptroller General advised the committee, in October 1958, 
that he had been unable to bring about any change in practices, since 
the Secretary of State denied GAO jurisdiction over these expendi- 
tures, based upon the explicit language of the statutes. 

Consequently, it will be necessary for the committee to consider 
further whether to recommend the adoption of specific statutory 
changes. 


[H. Rept. 1374, 85th Cong., 2d sess.] 


USE OF DEFENSE SUPPORT FUNDS FOR ECONOMIC AND 
~ POLITICAL PURPOSES 


Twenty-first Report by the Committee on Government Operations 
(Submitted to the Speaker February 22, 1958) 


This report resulted from a study by the committee to resolve a 
question, raised in the course of its review of the foreign aid operations, 
as to whether existing practices and procedures are adequate to deter- 
mine whether defense support funds are spent prudently. 

This study disclosed, among other things, that (a) defense support 
levels frequently do not have an economic basis; (6) a number of de- 
fense support projects do not have a military objective and are used 
for political purposes; (c) only a small portion of defense support funds 
are used in direct support of host country military budgets; and (d) de- 
fense support funds are spent in a haphazard manner. 


RECOMMENDATIONS 


LEVELS OF AID (Recommendation No. 1): 


That the International Cooperation Administration submit to 
the Congress with its annual budget presentation, commencing 
with the current year, a clear and detailed explanation of how 
the “level of aid” for defense support programs in each country 
has been determined. Such a statement should go well beyond 
the present “illustrative’’ material concerning the tentative use 
of requested funds after their appropriation, and should clearly 
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show why a particular sum is requested rather than some other 
sum. 


Resutts.—The Director of the International Cooperation Admin- 
istration advised the committee, in December 1958, as follows: 


Action has been taken on this recommendation. ICA 
presented testimony to the House Foreign Affairs Committee 
during hearings on H.R. 12181 (which became the Mutual 
Security Act of 1958) indicating how the level of aid was 
calculated for aid countries. (See testimony of John O. 
Bell, pp. 476-490, 498; 668-681, 682-690, 691, 694, 698; and 
of John H. Ohly, pp. 426-451, 457-458, 459-476, 489, 
491-492, 494, 495, 497.) The Mutual Security Act of 1958 
added section 537 (f), a new provision requiring submission of 
a detailed explanation of the method by which proposed 
programs have been arrived at, including all significant 
factors considered in arriving at such proposed programs.*® 


It remains to be seen, after the fiscal year 1960 budget has been 
received by the Congress, whether the new section 537(f) accomplishes 
the desired purposes. This provision, which emerged from House- 
Senate conference on H.R. 12181‘ is considerably less comprehensive 
than the language proposed on the floor of the House by Subcommittee 
Chairman Hardy,® and passed by the House.® 


AMENDING MUTUAL SECURITY LAWS (Recommendation 
No. 2): 


That the Congress study possible amendments to the mutual 
security legislation with the objective of making congressional 
intent—with regard to objectives, standards, and criteria appli- 
cable to each category of aid—so clear that there will no longer 
be any excuse for misinterpretation. The need for such general 
redefinition is demonstrated by the committee’s findings in the 
field of ‘“‘defense support.” 


Resutts.—This remains a matter with which the committee 
believes the Congress should seriously and continually concern itself. 
Although some redefinition has occurred within the act each year, 
confusion among the several categories of aid still exists. 


AID FOR ECONOMIC DEVELOPMENT (Recommendation No. 3): 


That, when the Congress considers the provision of grant aid 
for economic development desirable in the interests of United 
States policy, this purpose also be clearly expressed and sepa- 
rately funded, in order that each program may be judged on its 
own merits and given whatever emphasis each deserves. 


REsuutts.—See statement under recommendation No. 2. 


3 Act of June 30, 1958 (72 Stat. 261, 270; 22 U.S.C. 1797 (f); Public Law 85-477). 
*H. Rept. 2038, 85th Cong., pp. 10, 26, 27. 

§ Congressional Record (daily issue), May 14, 1958, p. 7826. 

* Congressional Record (daily issue), May 14, 1958, p. 7841. 
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FUNDING OF AID FOR POLITICAL OBJECTIVES (Recom- 
mendation No. 4): 

That, where aid is directed primarily to political objectives, 
the executive branch fund should be from the “special assist- 
ance” category, intended for this purpose, and not from ‘“‘defense 
support.” 


REsvuuts.—See statement under recommendation No. 2. 


{H. Rept. 2012, 85th Cong., 2d sess.] 


FOREIGN AID CONSTRUCTION PROJECTS 


Twenty-ninth Report by the Committee on Government Operations 
(Submitted to the Speaker June 26, 1958) 


This report is based on a study of the administrative procedures 
applicable to the approximately 1,300 contracts, totaling nearly $1 
billion, that have been let by U.S. foreign-aid agencies since 1950. As 
a practical matter, the committee felt it necessary to limit its field of 
examination to those contracts related to capital projects costing over 
$1 million. Since the procedures considered are standard, however, 
the findings are believed to be generally applicable. 

The committee found inadequate advance planning, defective 
standards and procedures for the award and administration of con- 
tracts, indifference to ‘conflicts of interest,’’ incompetent supervision 
of the procurement of construction equipment, poor coordination 
between field missions and Washington and among divisions in Wash- 
ington having responsibility with respect to construction projects, and 
excessive reliance on “political urgency” to excuse deviations from 
sound procedures. 


RECOMMENDATIONS 


AWARD AND ADMINISTRATION OF CONTRACTS (Recom- 
mendation No. 1): 

That ICA undertake a major review of its policies and proce- 
dures for the award and administration of contracts to achieve 
the following objectives: 

(a) Equitable consideration of eligible contractors. 

(6) Clear, commonly accepted standards for selecting a 
contractor. 

(c) Minimum use of the cost-plus-a-fixed-fee contract. 

(d) Increased standardization of recurrent contractual 
language. 

(e) Modification of present third-party contract proce- 
dures to minimize delays and uncertainties. 


Results.—In October 1958, the Director of the International Coop- 
eration Administration advised the committee as follows: 


This recommendation calls for a review which ICA has in 
fact been making for several months wholly independent of 
the committee’s interest in this matter. The ICA Director 
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in testimony before the committee pointed out that ICA was 
intensively engaged in a detailed and comprehensive review of 
contracting standards and procedures. On August 1, 1958, 
ICA Policy Directive 12 was issued establishing new proce- 
dures for negotiating contracts with professional architec- 
tural and engineering firms. On August 11, 1958, a new 
manual order (No. 1241.1) was issued by ICA setting forth 
procedures for the administration of ICA-financed contracts 
(program funds). Furthermore, as the report indicates, a 
new contracting manual is in preparation introducing what 
we hope are improved procedures. The objectives of these 
procedures are generally the same as those outlined in the 
committee’s recommendation. It should be pointed out, 
however, that these objectives, for the most part, are not 
new; and existing ICA procedures are not oblivious to them. 
It is our hope that the new procedures will achieve their fuller 
realization. 


In December of 1958, the following additional information was 
provided to the committee by the Director of the International Coop- 
eration Administration: 


As pointed out in previous agency comments to the com- 
mittee, ICA has been endictahins & major review of its 
policies and procedures for the award and administration of 
contracts. ‘These policies and procedures are under con- 
tinuous review in the light of cumulative experience. In 


addition to Policy Directive 12 and Manual Order No. 
1241.1, issued since the committee’s recommendations and 
described in previous agency comments to the committee, 
ICA in October 1958 issued a new comprehensive contract 
regulation (ICA Reg. 6). It has been issued on an internal 
6 months’ trial basis in order to test the adequacy of its 
provisions before publishing it as a formal agency regulation. 


PROCUREMENT OF CONSTRUCTION MACHINERY (Recom- 
mendation No. 2): 
That ICA review its methods of procuring construction machin- 
ery for capital projects, in order to— 

(a) Employ the more economical Government procure- 
ment facilities te the maximum possible extent. 

(b) Apply strict supervisory safeguards, whenever Gov- 
ernment procurement facilities are not utilized. 

(c) Exercise extraordinary care in protecting the Govern- 
ment’s interest, where the purchase of used equipment is 
authorized. 

(d) Establish and enforce, in the field, a sound policy of 
equipment inspection, maintenance, and utilization. 


Resutts.—The Director of the International Cooperation Admin- 
istration advised the committee, in October 1958, that ICA was 
making a review of procurement methods as recommended. To the 
extent applicable, the committee will, in subsequent studies, examine 
the results of this review to determine if dualeatte changes have been 
effected in procurement practices. 
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NECESSITY FOR ADVANCE PLANNING (Recommendation 
No. 3 ): 


That ICA refrain from proceeding with projects on its own 
initiative in the absence of sound, detailed advance planning. 
In those occasional instances where, at the express direction of 
the Department of State, it may be necessary to commence action 
on a project before planning is completed, ICA should strive to 
get the project back on a businesslike basis at the earliest possible 
moment after its inception, against the possibilities that 

(a) The scope of the project will be entirely changed from 
its original concept; 

(6) The cost of the project will far exceed initial rough 
estimates; 

(c) The completion time will greatly outdistance initial 
rough estimates; and 

(d) The strong probability that as a result of one or more 
of the foregoing eventualities, the project undertaken on an 
“urgent” basis will actually be completed less expeditiously 
than if reasonable planning had preceded it. 


Resutts.—The Director of the International Cooperation Admin- 
istration advised the committee, in October 1958: 


The International Cooperation Administration is presently 
reviewing its procedures in conjunction with the require- 
ments of the newly enacted section 517 of the Mutual Secu- 
rity Act. We believe that these procedures together with 


any improvement resulting from the present review will 
adequately implement the committee’s recommendation 
with respect to the advance planning of projects. 


Section 517 prohibits the obligation of funds for defense support, 
bilateral technical cooperation, or special assistance, for projects 
requiring substantive technical or financial planning, until necessary 
engineering, financial, and other plans have been completed and a 
reasonably firm estimate obtained of the cost to the United States 
of providing such assistance, and until a determination has been made 
that any necessary legislative action by the recipient country might 
reasonably be anticipated to be completed within 1 year.’ 

This recommendation of the committee, and the balance of the 
report from which it comes, were among the factors considered by 
the Congress in adopting section 517 last year. It will be necessary 
that the International Cecnuan Admuinistration’s operations be 
continuously scrutinized to determine the degree to which improved 
planning results from this legislation. 


“POLITICAL URGENCY” (Recommendation No. 4): 


That the Department of State reexamine all ICA projects or 
nonproject activities alleged to be based on “political urgency,” 
or other policy grounds, in order to determine that in fact the 
political determinations involved represent the considered views 
of that Department and not a usurpation by ICA. Such a 


? Act of June 30, 1958; 72 Stat. 261, 269; Public Law 85-477. See also B. Rept. 2038, 85th Cong. (conference 
report on H.R. 12181), p. 25. 
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reexamination should consider not only instances in which ICA 
may have been responsible for a unilateral policy decision, but 
also those in which ICA personnel may have been responsible for 
generating “political” support within the host government. 


Resuurs.—The Secretary of State advised the committee, in De- 
cember 1958, as follows: 


The Department of State is aware of no case where the 
ICA has independently reached a political judgment or where 
ICA personnel abroad have usurped the role of the Ambas- 
sador or of the Department. In the relatively few cases 
where ICA has used other than normal procedures with 
respect to its project and nonproject activities due to urgent 
foreign policy requirements, the political decision has been 
made by the Department of State and not by ICA. 


Although the statement of the Secretary is believed to be correct so 
far as formal determinations are concerned, there were several in- 
stances, developed during the hearings which led to this report, 
indicating overactivity by ICA personnel in the policy field. In the 
course of future studies, the committee will inquire to determine 
whether there may be other and continuing instances of encroach- 
ments in the policy field by ICA personnel. 


MANAGEMENT AUDITS (Recommendation No. 5): 


That ICA make certain that periodic “audits” are conducted 
in the field, by competent engineering personnel, to determine 
the technical competence and performance of construction and 
engineering contractors. 


Resutts.—The Director of ICA advised the committee, in October 
1958, as follows: 


We agree that periodic audits are desirable and we are 
developing plans to insure that they are conducted. We 
consider such action as responsive more to principles of good 
administration than to a conviction that in ICA-financed 
capjtal projects the technical competence and performance 
of technical and engineering contractors has not been gen- 
erally satisfactory. 

As the committee has been advised, it has been customary 
on major construction projects to engage an independent 
engineering firm to supervise the construction contractors’ 
performance on a continuous day-to-day basis directly at 
the work site. Our effort has been to engage reputable U.S. 
engineering firms to supervise the construction activities of 
reputable U.S. construction contractors. It is our opinion 
that the engineering supervision thus obtained as well as the 
construction performance has generally been of good caliber. 
Further, it has been the customary practice for public works 
officials of cooperating countries to make inspection visits of 
the work sites from time to time. It has also been the prac- 
tice for engineers and other public works officials in ICA field 
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missions to make such inspection visits. With respect to 
the latter there have undoubtedly been cases where, because 
of pressure of other duties upon the limited staffs available, 
the inspection visits have not been as regular or as frequent 
as we would desire. To overcome this difficulty ICA is now 
undertaking, in concert with field missions, a review of tech- 
nical personnel needs and of efficient methods for accom- 
plishing a more regularized system of inspection. As a first 
step we are engaged in a reexamination of engineering staffs 
in field missions where major construction projects exist to 
determine whether competent personnel is available to per- 
form regular inspection duties. Where deficiencies exist, an 
effort will be made to strengthen the field staff. We believe 
that the actions proposed will fully implement the commit- 
tee’s recommendation. 


In future inquiries the committee will continue to bear this 
recommendation in mind, in order to determine the extent to which, 
on a worldwide basis, ICA has in fact “tightened up” its supervision 
over contractors. 


UNAUTHORIZED PASSAGE OF OFFICIAL INFORMATION 
(Recommendation No. 6): 
That the International Cooperation Administration imme- 
diately inquire into all instances, including those brought to its 
attention by this committee, of the unauthorized passage to pri- 


vate contractors of official documents, communications, and in- 
formation, and take suitable action to discipline offenders anc 
prevent recurrence. 


Resutts.—The Director of the International Cooperation Admin- 
istration advised the committee, in October 1958, as follows: 


This recommendation has been carried out. There is no 
evidence that unauthorized disclosure of mission or ICA 
documents to contractor personnel is widespread. But if 
there is any at all, ICA wishes to prevent it. Accordingly 
all mission directors have been specifically requested to ad- 
vise mission staff members of ICA policy and to report to 
ICA/W any cases of violation. All regional ICA inspectors 
have been instructed to inquire into this subject on their 
regular inspection visits of field missions. The Director of 
ICA has issued a new directive (Policy Directive 11, of July 
31, 1958) declaring that all documents prepared by ICA 
offices preliminary to contracting will not be made available 
to the public. Personnel supervision, investigative efforts, 
and appropriate disciplinary action where necessary com- 
bine to present the only known basis for preventing unau- 
thorized disclosure of documents. We believe that actions 
taken by ICA will be effective for this purpose. 
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CONFLICTS OF INTEREST (Recommendation No. 7): 


That ICA strengthen its program of personnel integrity, to avoid 
“conflicts of interest” and to compel observance of its regulations 
relating thereto. 


Resutts.—Of the four possible “conflict of interest” cases which the 
committee brought to the attention of ICA during the course of this 
inquiry, three involved personnel no longer with the agency, as a result 
of which administrative disciplinary action was not possible. The 
committee therefore suggested that the agency consider appropriate 
action with respect to the contractors involved. 

The Director of the Jnternational Cooperation Administration ad- 
vised the committee, in October 1958, as follows: 


A new standard provision for inclusion in all ICA-financed 
contracts has been adopted which prohibits contractors from 
discussing employment possibilities with ICA personnel and 
requires contractors to report any attempts by ICA personnel 
to obtain such employment. For violations of this provision 
ICA may annul the contract or cancel its financing and may 
debar the contractor from further participation in ICA- 
financed contracts for a period of up to 3 years. 


ACTION BY AGENCIES OTHER THAN INTERNATIONAL 
COOPERATION ADMINISTRATION (Recommendation No. 
8): 

That the General Accounting Office, the Department of Justice, 
and the Internal Revenue Service review the facts and circum- 
stances referred to in this report, and in the committee’s hearings, 
to determine if any action by them is required in order to protect 
the Government’s interest. 


Resu.ts.—The Comptroller General has advised the committee 
that he is undertaking a review of a number of ICA contracts, in 
order to determine if they present factors disadvantageous to the 
Government as was the case in those reviewed in this inquiry. The 
three highway contracts particularly referred to in this report are 
being reviewed by the General Accounting Office, and the results of 
the review will be transmitted to the committee. 

The Internal Revenue Service has advised the committee that the 
matters referred to it are under investigation. 

The Attorney General has advised the committee that the matters 
forwarded to him by the committee are under consideration in the 
Criminal Division, in order to determine if there have been any 
violations of Federal criminal statutes. 


38079—59——7 
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{[H. Rept. 2712, 85th Cong., 2d sess.] 


GOVERNMENT PROGRAMS IN INTERNATIONAL 
EDUCATION (A SURVEY AND HANDBOOK) 


Forty-second Report by the Committee on Government Operations 
(Submitted to the Clerk of the House January 3, 1959) 


This report is.a comprehensive compilation of the various programs 
in international education conducted under the auspices of the U.S. 
Government, the principal international educational organizations, 
and selected foreign countries. 

It was the committee’s intention that this should be a purely factual 
presentation and it has therefore sought to exclude opinion. There 
are no formal recommendations and no attempt has been made to 
evaluate the performance of the agencies engaged in these activities. 

The committee believes the report, which has just been issued, will 
be particularly useful as a handbook or reference work in this field. 





VI. RECOMMENDATIONS AND RESULTS OF COMMITTEE 
REPORTS BASED ON STUDIES OF THE LEGAL AND MONE- 
TARY AFFAIRS SUBCOMMITTEE 


[H. Rept. 1167, 85th Cong., Ist sess.] 
RAILROAD ACCOUNTING PROCEDURES 


(Prescribed by the Interstate Commerce Commission) 


Twelfth Report by the Committee on Government Operations 
(Submitted to the Speaker August 14, 1957) 


The committee investigated charges that Interstate Commerce 
Commission-prescribed railroad accounting procedures resulted in 
overstatement of rail earnings, and that the Interstate Commerce 
Commission was failing to protect the investing public. The com- 
mittee also inquired into the effects of other Interstate Commerce 
Commission-prescribed accounting practices alleged to vary from 
generally accepted accounting principles. 


RECOMMENDATIONS 


REPLACEMENT v. DEPRECIATION ACCOUNTING (Recom- 
mendation, p. 28): 

Institution of rulemaking was recommended to determine 
whether the unique system of replacement accounting prescribed 
by the Interstate Commerce Commission for track structure 
should be supplanted by depreciation accounting, the generally 
accepted method of property accounting, and thus conform 
financial reporting for railroads to other business accounting 
techniques. 


Resutts.—Rulemaking has been commenced. The closing date 
for written submission has been extended on several occasions by 
the Interstate Commerce Commission. The current closing date is 
April 30, 1959. Barring further extension, the Interstate Commerce 
Commission will then render its decision upon the record. 


ACCELERATED, DEPRECIATION AND TAX AMORTIZA- 
TION RESERVES (Recommendation, p. 30): 

At present, Interstate Commerce Commission accounting rules 
do not require that reserves be maintained for tax ‘‘savings”’ 
resulting from use of accelerated depreciation and rapid tax amor- 
tization—unlike generally accepted accounting principles requir- 
ing such reserves. The report recommended institution of 
rulemaking to determine whether such reserves should be re- 
quired. 

91 





92 RESULTS FROM RECOMMENDATIONS 


Resutts.—An Interstate Commerce Commission staff study on 
reserves for accelerated depreciation has just been completed and is 
about to be submitted to the Commission for action. 

No action has been taken with respect to tax amortization because 
of Commission rejection of reserves for this purpose in 1951 and in 
1956. Commission reluctance to require such reserves is attributed 
to the termination of rapid tax amortization for railroad facilities. 


PERSONNEL RECRUITMENT (Recommendation, p. 31): 


Because of Interstate Commerce Commission difficulties in 
recruiting professional accounting personnel, the committee rec- 
ommended that the Civil Service Commission revise the salary 
structure for critically needed accountants. 


Resutts.—The Civil Service Commission has, in a training agree- 
ment, authorized the Interstate Commerce Commission to hire young 
accountants at higher entrance salaries. 


{H. Rept. 1372, 85th Cong., 2d sess.] 


FALSE AND MISLEADING ADVERTISING 
(Filter-Tip Cigarettes) 


Twentieth Report by the Committee on Government Operations 
(Submitted to the Speaker February 20, 1958) 


As a result of the health hazards attributed to cigarette smoking 
since 1952, filter-tip cigarettes have received wide advertising promo- 
tion. This has resulted in increased sales of filter tips so that, at pres- 
ent, filter cigarette sales are estimated to account for over 50 percent of 
total cigarette sales, as against 1.4 percent in 1952. About $250 mil- 
lion are spent each year to make, advertise, and pay for just the filter 
tips on the cigarettes. 

With few exceptions, tests revealed that filter cigarettes contained 
as much or more tar and nicotine as “regular” cigarettes despite the 
“protection” theme, express or implied, in the advertising of ‘‘filters.”’ 

The committee found that the Federal Trade Commission had failed 
in its statutory duties by not halting deceptive filter-tip advertising 
and, as a result, that the public had assumed, without basis, that a 
filter provided protection against the alleged health hazards. 


RECOMMENDATIONS 


STANDARD TESTING PROCEDURES (Recommendation, p. 24): 


Because of the current rash of conflicting claims as to nicotine 
and tar content, the committee recommended that the Federal 
Trade Commission devise and prescribe test standards for the 
measurement of tar and nicotine. 


Resvu.ts.—Industry conferences have been held to seek agreement 
as to test standards, but the desired standards have not yet been pro- 
mulgated. The Federal Trade Commission is now collating tabula- 
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tions by 10 laboratories of tar and nicotine content on unmarked ciga- 
rettes. In a related development, under the committee’s prodding, 
the Federal Trade Commission has completed a survey to determine 
the reason for consumer ‘“‘switch”’ to filter cigarettes. 


ORGANIZATIONAL REVISION (Recommendation, p. 25): 

Because of Federal Trade Commission’s failure to halt decep- 
tive advertising of filter cigarettes, the committee found that, by 
the time Federal Trade Commission had begun to act, the public 
mind had become almost indelibly impressed with the belief that 
the smoking of filter cigarettes is not harmful to health—and 
further, that this belief had no basis in fact. 

In order effectively to halt and prevent deception in advertising, 
the committee recommended revision of the organizational struc- 
ture of the Federal Trade Commission. 


Resutts.—The Federal Trade Commission’s Executive Director 
and a team of staff experts are now conducting a study with a view to 
improving Commission procedures. The Federal Trade Commission 
is also now requiring, since January 1958, scientific proof of claims 
advertised for filter cigarettes. 


[H. Rept. 2553, 85th Cong., 2d sess.] 


FALSE AND MISLEADING ADVERTISING 
(Weight-Reducing Remedies) 


Thirty-third Report by the Committee on Government Operations 
(Submitted to the Speaker August 12, 1958) 


This report is concerned mainly with the Federal Trade Com- 
mission’s failure adequately to regulate the advertising of alleged 
weight-reducing drug preparations which claims “no-diet reducing,” 
although the packaged literature enjoins the user to diet. A 1946 
adverse court decision involving the use of caramel candies as an 
appetite depressant, and lack of funds and personnel, were Federal- 
Trade Commission excuses for its inactivity. Notwithstanding the 
1946 decision, the Post Office Department had successfully proceeded, 
since 1955, against over 40 of these products. 

The committee concluded that the Federal Trade Commission had 
failed to discharge its statutory enforcement responsibilities, and 
estimated that consumers were “being bilked” out of an estimated 
$100 million annually. The indifferent attitude of the Commission 
was exemplified by the statement at the hearings by a Federal Trade 
Commissioner that “it takes a person who is really gullible to believe 
many of these ads.”’ 7: 

The committee’s report was critical of the time taken by the 
Federal Trade Commission to proceed against falsely advertised 
products generally—an average of 2 years for the total Federal Trade 
Commission enforcement process. 





94 RESULTS FROM RECOMMENDATIONS 


RECOMMENDATIONS 


ENFORCEMENT (Recommendation, p. 18): 


The Federal Trade Commission had takenjno enforcement 
action since 1946 against any,falsely advertised weight-reducin 
preparation because of an adverse decision in a poorly endacial 
case involving caramel candy as an appetite depressant. The 
committee strongly criticized such inaction. 


Rersutts.—Following the termination of the committee hearings, 
five cases—the first in 12 years—were instituted by the Federal Trade 
Commission against falsely advertised weight-reducing nostrums. 
Four have already been settled by consent; the fifth is being litigated. 


PROCEDURAL CHANGES (Recommendation, pp. 19, 23): 

The committee found incredible protraction in the enforcement 
and administrative processes of the Federal Trade Commission. 
Delays in these processes were found to be towering obstacles to 
halting deception in advertising. 


Resutts.—The Federal Trade Commission’s Executive Director 
and a team of staff experts are now conducting a study with a view to 
improving Commission procedures. 


{[H. Rept. 2667, 85th Cong., 2d sess.] 


FALSE AND MISLEADING ADVERTISING 
(Dentifrices) 


Thirty-eighth Report by the Committee on Government Operations 
(Submitted to the Speaker, August 18, 1958) 


This report deals with the Federal Trade Commission’s failure to 
regulate alleged false and misleading advertising in dentifrice pro- 
motion. The last Federal Trade Commission enforcement action in 
this field was a cease-and-desist order in 1951. 

Without passing on the specific advertising presented, the com- 
mittee found that the Federal Trade Commission was not discharging 
its statutory enforcement responsibilities. 


RECOMMENDATION 


ADVERTISED CLAIMS (Recommendation, p. 20): 


Because of the deceptive nature of claims advertised for denti- 
frices, the committee recommended that the FTC require sub- 
mission of scientific proof of advertised claims. 

The committee also recommended that the FTC institute trade- 
conference procedures to attempt to obtain voluntary compliance 
by developing codes of fair advertising practices among dentifrice 
advertisers. 
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Resutts.—The FTC and the American Dental Association, the 
prime complainant against FTC inactivity, have been engaged in a 
series of conferences on the committee’s recommendations and allied 
matters. The ADA has advised the committee that satisfactory 
progress is being made. 


{[H. Rept. 2668, 85th Cong., 2d sess.] 


FALSE AND MISLEADING ADVERTISING 
(Prescription Tranquilizing Drugs) 


Thirty-ninth Report by the Committee on Government Operations 
(Submitted to the Speaker August 18, 1958) 


This report related to the advertising of prescription tranquilizing 
drugs directed only to the medical profession. Instances of deceptive 
advertising in professional journals and in direct-mail advertising to 
doctors were cited. The hearings disclosed that the Federal Trade 
Commission had never proceeded against any type of professional 
medical advertising. The committee concluded that the Federal Trade 
Commission had not discharged its statutory responsibilities. One of 
the difficulties in this field is the apparent conflict within the Federal 
Trade Commission itself as to Federal Trade Commission authority 
with respect to professional medical advertising. Consideration of 
legislative changes by the appropriate legislative committee is sug- 
gested in this report. 


RECOMMENDATIONS 


TRADE CONFERENCE (Recommendation, p. 19): 


The committee recommended that the Federal Trade Com- 
mission institute trade conference procedures to promulgate a 
code of fair advertising practices for tranquilizers. 


Resutts.—No action has been taken by the Federal Trade Com- 
mission, although the industry itself, following the committee hear- 
ings, did promulgate a code with respect to promotion of ethical drugs. 


FALSE AND MISLEADING ADVERTISING—GENERAL: 


In its reports on false and misleading advertising of weight- 
reducing remedies, dentifrices, and prescription tranquilizing 
drugs (which were the subjects of this and the preceeding two 
reports), the committee noted that the Federal Trade Commission 
required additional funds to perform its statutory functions and 
that appropriate legislative committees should consider legislative 
changes to strengthen enforcement action against false and 
misleading advertising. 


Resutts.—The Commission was unable to release any information 
concerning its budgetary requests until after the President’s budget 
message. 

No legislation could be considered by the appropriate legislative 
committees, since the reports containing matters for legislative con- 
sideration were not approved until the closing days of the 85th 
Congress, 
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The Commission has established special monitoring units and is 
now monitoring newspaper and periodical advertising as well as radio 
and TV advertising much more intensively. 


[H. Rept. 2679, 85th Cong., 2d sess.] 
FEDERAL ROLE IN AVIATION (1958) 


Fortieth Report by the Committee on Government Operations 
(Submitted to the Speaker August 20, 1958) 


This report was a followup to the 1956 report of the committee 
entitled “Federal Role in Aviation.” In the current report matters 
of air safety and Government preparations for the acceptance of 
commercial jet aircraft are discussed. 

Note.—The Civil Aeronautics Administration, referred to in the following 


recommendations, has now been suptrseded by the Federal Aviation Agency. 
Act of August 23, 1958; 72 Stat. 731; Public Law 85-726. 


RECOMMENDATIONS 


SEPARATION OF CIVIL AND MILITARY FLIGHTS (Ree- 
ommendation, p. 25): 
Because of the recurrence of midair collisions between military 
jet aircraft and civil aircraft, the report recommended accelera- 
tion of the study to separate military jets and civil aircraft. 


Resu.tts.—By November 1958, the following action had been taken: 
Over 60 military bases and joint-use airports had been studied; 
45 separation agreements had Geue completed; and arrangements for 
the remainder of locations requiring separation of military jets and 


civil aircraft were being processed. 


COCKPIT VISIBILITY STANDARDS (Recommendation, p. 26): 


In the Air Force accident board investigation report on the May 
1958 crash between a commercial passenger aircraft and a 
Maryland Air National] Guard training jet, it was noted that one 
of the causes of the accident was the fact that neither pilot saw 
the other. The report noted that vision from each of the cock- 
pits was obscured and that means should be taken to improve 
cockpit visibility. Previously, the Society of Automotive Engi- 
neers had recommended specifications for improvement in 
cockpit visibility. The committee report, therefore, recom- 
mended a revision of the cockpit visibility standards contained 
in Civil Air Regulations. 


Resu.ts.—The Federal Aviation Agency (formerly the Civil Aero- 
nautics Administration) is conducting studies on cockpit visibility 
and has advised that a new regulation will be promulgated following 
these studies. 








RESULTS FROM RECOMMENDATIONS 97 






































RESTRICTED AIRSPACE (Recommendation, p. 25): 


As a result of testimony that huge blocks of airspace are being 
preempted principally by reason of ground and air militar 
maneuvers and training, the committee recommended that a 
grants of restricted airspace be reevaluated in order to determine 
their present need. 








Resutts.—Since the July 1958 hearings and as of November 30, 
1958, restricted areas have sen reduced from 407,000 square miles to 
397,000 square miles. In addition, the Federal Aviation Agency 
reports that— 


substantial reductions have been made in the vertical dimen- 
sions in many areas; however, exact figures are not available 
at this time. 


As a result of committee bearings, prohibited areas over Camp A. P. 
Hill near Fredericksburg, Va., which necessitated air-flight detours 
between Washington, D.C., and Richmond, are being studied with a 
view to accommodating dual airways in order to avoid the detours. 






AIRPORT PLANNING (Recommendation, p. 26): 


Airport operators complained bitterly about the lack of infor- 
mation concerning airport requirements resulting from intro- 
duction of commercial jet aircraft. The representative of the 
organization comprising the largest airport operators contended 
that only by attendance at the committee’s hearings had he 
been apprised of airport requirements in this respect. The com- 
mittee, therefore, recommended that the Civil Aeronautics 
Administration provide a better “pipeline” to airport operators 
in airport planning. 


Resutts.—Since the hearings, the airport operators have reported 
to the committee that the situation criticized has been vastly 
improved. 






RUNWAY LENGTHS (Recommendation, p. 26): 


Although testimony was received that commercial jet opera- 
tions would require extended and strengthened runways, the 
Civil Aeronautics Administration regulation on runway lengths 
(which would also delineate financing standards under the Fed- 
eral Airport Aid Act) had not been revised since 1948. The 
committee recommended prompt revision of the regulations. 


Resutts.—Revised regulations on runway lengths were issued on 
October 3, 1958 (23 F.R. 7839), and incorporated increased runway 
lengths. 






PERSONNEL (Recomendation, p. 27): 


Since 1953, the Civil Aeronautics Administration and the Civil 
Service Commission have been discussing the revision of job 
standards and classifications for controllers. Because of the 
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critical role played by such employees in air safety, the committee 
recommended that . personnel matters be promptly resolved. 
In addition, testimony indicated that no provision was made in 
budgetary requests to grant relief for rest periods, or even lunch 
periods, to air traffic controllers. The committee recommended 
that such provision be made. 


ReEsuLts.—Studies on the granting of rest and lunch periods for 
controllers have been conducted. The Federal Aviation Agency has 
advised: 


It is anticipated that detailed information concerning the 
budgetary and operational impact in providing a solution to 
this problem will be available soon. 


The Federal Aviation Agency has advised that revised job standards 
and classifications for controllers and other air traffic employees will 
be completed soon, and that new grades and classifications are tenta- 
tively scheduled to become effective February 2, 1959. 


[H. Rept. 2680, 85th Cong., 2d sess.] 


INTERNAL REVENUE SERVICE 
(Levies on Unemployment Compensation Benefits and Denial of Travel 
and Away-l'rom-Home Expenses to Construction Workers.) 


Forty-first Report by the Committee on Government Operations 
(Submitted to the Speaker August 20, 1958) 


RECOMMENDATIONS 


LEVIES ON UNEMPLOYMENT COMPENSATION (Recom- 
mendation, p. 12): 

On the basis of an interpretation of the Internal Revenue Code 
of 1954, the Internal Revenue Service had reversed its policy not 
to levy upon unemployment compensation benefits to satisfy 
delinquent tax liability. Such levies were contrary to the prac- 
tice of all States, whose officials strongly protested against the 
action. In view of the questionable legal status and the small 
return involved, the committee recommended that the Internal 
Revenue Service should devote its attention to sources from 
which greater tax revenue could be obtained. 


Resutts.—The act of August 28, 1958 (72 Stat. 1013, 1047; Public 
Law 85-840; 26 U.S.C. 633(a)(4)) exempted unemployment compen- 
sation benefits from such levy. 
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TAX ADMINISTRATION (Recommendation, 'p. 13): 


Although the committee had received a letter ruling in May 
1956 purportedly setting forth the ground rules for the granting 
of deductions incurred by employees temporarily away from home 
in the course of their employment, the hearings disclosed that the 
Internal Revenue Service had taken no action to disseminate the 
letter ruling. The committee, therefore, recommended that the 
Internal Revenue Service immediately notify its offices to adhere 
to this ruling. 


Resutts.—The Commissioner of Internal Revenue has stated that 
the committee’s recommendation has been specifically carried out in 
instructions to all regional commissioners and all district offices, 











































VII. RECOMMENDATIONS AND RESULTS OF COMMITTEE 
REPORTS BASED ON STUDIES OF THE PUBLIC WORKS 
AND RESOURCES SUBCOMMITTEE 


[H. Rept. 213, 85th Cong., 1st sess.] 


PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 


TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(Ebasco Services, Inc., and Rocky Mountain Group) 


Third Report by the Committee on Government Operations 
(Submitted to the Speaker March 21, 1957) 


This report deals with the efforts of a group of Rocky Mountain 
power companies and Ebasco Services, Inc. (a wholly owned sub- 
sidiary of the Electric Bond & Share Co.), to influence and guide 
the top officials of the Department of the Interior, by means of an 
elaborate, distorted, inaccurate, and anonymous brochure, in formu- 
lating and implementing their power policies and to create in those 
top officials a hostility to the Federal power program as it had been 
established by Congress. 

The investigation and report further revealed (1) that the costs 
of this propaganda campaign were charged against advertising and 
administrative expense accounts which formed part of the rate bases 
of the companies; (2) that, through Ebasco Services, Inc., the Electric 
Bond & Share Co. maintains a nerve center for anti-public-power 
and anti-Federal-power propaganda; and (3) the Interior Depart- 
ment officials, since 1953, have to a large extent put into effect the 
Ebasco program to dismantle and subvert the Federal power program. 


RECOMMENDATIONS 


INVESTIGATION OF PRIVATE POWER COMPANIES 
(Recommendation No. 1): 


The results of this hearing, which was limited in scope, em- 
phasize the need for carrying out recommendation No. 6 of 
House Report 2279, 84th Congress, 2d session, to wit, “that 
Congress launch a full-scale joint investigation by both Houses 
to determine whether or not there is an organized effort of the 
private power companies to influence the Federal administration, 
the Congress, the governments of the States, and the political 
life of the Nation.”’ The committee therefore reaffirms the quoted 
recommendation and urges that the arrangements for the joint 
investigation be made immediately. 





Resutts.—This recommendation, which has not yet been fulfilled, 
is still essential and sound. Not only have most of the private 
electric power companies continued and intensified their campaign 
against public power generally, but in recent months many of them 
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have also engaged{infextensive, concentrated, and combined efforts 
to undermine and stifle the Tennessee Valley Authority. Their 
activities emphasize the continued importance of this recommenda- 
tion for a full-scale investigation of the political propaganda efforts of 
the private power companies. 


INVESTIGATION OF ERBASCO (Recommendation No. 2): 


The relationship between the Electric Bond & Share Co. and 
its wholly owned subsidiary Ebasco Services, Inc., on the one 
hand, and the former subsidiaries of Electric Bond & Share, on 
the other hand, should be thoroughly investigated either jointly 
or severally by the Department of Justice, the Securities and 
Exchange Commission, the Federal Power Commission, and the 
Federal Trade Commission with a view to determining whether 
in fact the relationships between these companies have been 
severed in a manner which carries out the letter and spirit of the 
antimonopoly and the holding company laws. The named agen- 
cies are requested to report the results of their investigations in 
the matter, along with any legislative recommendations, to the 
Congress not later than the beginning of the 2d session of the 
85th Congress. 


Resutts.—The four agencies named above, on consultation with 
each other, agreed that the Securities and Exchange Commission 
should be rimarily responsible for an investigation of the relationships 
between all utility system service companies (including Ebasco) and 
other companies, pursuant to section 13 (f) and (g) of the Public 
Utility Holding Company Act of 1935, title 15, United States Code, 
section 79m (f) and (g), to determine whether they should be regulated 
as holding companies or affiliates of public utility companies. The 
subject has been under active consideration and study by the Secu- 
rities and Exchange Commission, as well as by the Anti-Trust Division 
of the Department of Justice. The Federal Power Commission has 
indicated that it can provide valuable assistance derived from its 
experience in investigating fees charged by service companies to com- 
panies subject to the jurisdiction of the Federal Power Commission 
under the Federal Power Act. The Securities and Exchange Com- 
mission stated it had insufficient funds during fiscal years 1957 and 
1958 to finance the extensive investigation considered necessary to 
satisfy the aforegoing recommendation; but it is anticipated that the 
SEC will perform substantial additional work on the subject during 
the fiscal years ending 1959 and 1960. 


IDENTIFICATION OF PROPAGANDA (Recommendation No. 3): 


The electric industry is a recognized public utility operating 
under governmental franchises and subject to public regulation. 
The committee believes that it is not proper for members of a 
utility industry of this nature to operate anonymously or semi- 
anonymously in their efforts to influence governmental officials 
and public opinion nor to use distorted factual material amounting 
to dishonest presentations. The committee urges the industry 
through its own efforts to eliminate such practices. If the 
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industry proves unable to control its own members in the imme- 
diate future, the committee recommends that the Congress 
enact appropriate legislation to require that public utilities which 
prepare, sponsor, or pay for written material of any kind for 
presentation to any Federal official or agency, including Members 
of Congress, or which present such material, be specific ally identi- 
fied in the material so presented or by an attachment thereto. 


Rersutts.—The committee reaffirms the above recommendation. 
The electric power companies have continued, and in recent months 
have expanded, their issuance of anonymous or semianonymous litera- 
ture. Much of that literature, which is designed to influence public 
officials and affect public opinion, has distorted facts and either verged 
upon, or crossed, the border of fair comment. 


CHARGING OF PROPAGANDA EXPENSES (Recommendation 
No. 4): 

The committee notes that each of the three companies whose 
representatives testified charged the expense of preparing the 
federal power program booklet to a different account, but in ever y 
case the expenses were charged in such a way that they were borne 
by the rate payers, not the stockholders. The committee requests 
that the Federal Power Commission investigate the manner in 
which the five companies involved charged ‘the booklet and in 
which all companies which bought the pamphlet ‘Turn on the 
Light” charged the expense for acquiring and distributing it and 
" report the results of its investigations to the committee by May 

, 1957, along with its proposals to secure uniform accounting for 
such propaganda expenses. The Commission is further requested 
to inform the committee whether such expenses have been prop- 
erly charged under existing law and regulations by each company 
and whether such expenses are properly charged against the rate 
payers. If the reply to the last question is in the affirmative, the 
Commission is further requested to present to the committee for 
consideration a draft of legislation which would eliminate the 
expepse of preparing and disseminating similar propaganda as a 
charge against the rate payers. 


Resuutts.—The Federal Power Commission. In May 1957, the 
Federal Power Commission completed its investigation and issued 
2 reports finding that 59 major utility companies had improperly 
accounted for their expenditures in publishing and distributing one 
or both of the 2 antipublic power propaganda booklets referred to 
above (“The Federal Power Program” and ‘Turn on the Light’). 
The Commission ruled that the expenditures in connec tion with the 
booklets were “political expenditures” which “are not properly 
chargeable to the utilities’ operating expenses as the cost of rendering 
electric services’ and were charged “contrary to the provisions of 
the Commission’s Uniform System of Accounts.’ 

Thereafter, on August 1, 1958, the Commission issued an order 
(20 F.P.C. 108) initiating a proceeding (Docket E-6836) questioning 
the propriety, under the Commission’s ‘‘Uniform System of Accounts 
Prescribed for Public Utilities and Licensees,’’ of the accounting treat- 
ment to be given to costs incurred by some 76 companies in financing 
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the antipublic power propaganda issued under the pseudonym ‘“‘Elec- 
tric Companies’ Advertising Program’? (ECAP) by an association of 
private power companies called America’s Independent Electric 
Light & Power Cos. When the hearing was begun on January 6, 1959, 
the examiner excluded, on objection by FPC staff counsel, certain 
historical evidence offered by the companies embodying alleged 
reasons for such expenses by private power companies since 1882. 
The companies appealed from the examiner’s ruling, and the hearin 

was recessed pending a decision by the Commission on the appeal. 
On January 29, 1959, Senator Langer introduced a bill (S. 798, 86th 
Cong.) to agree the Federal Power Commission from permitting 
electric utilities to charge as operating expenses their costs in propa- 
gandizing against Federal power policies and rural electric cooperatives. 

The Internal Revenue Service. The Commissioner of Internal Rev- 
enue announced in March 1957 that field offices of the Internal 
Revenue Service would examine all deductions made of the costs of 
such antipublic power propaganda since the costs of lobbying for the 
defeat or promotion of legislation, or for political purposes, may not 
properly be charged as operating expenses for income tax purposes. 
In February 1958, the Internal Revenue Service announced that it 
had disallowed deductions claimed for contributions by private power 
companies to finance the antipublic power propaganda of ECAP. 
See Commerce Clearing House, ‘“Taxes on Parade,” No. 11 (February 
19, 1958). 

On February 24, 1958, the Supreme Court of the United States 
unanimously unheld the validity of the Internal Revenue Service 
Regulations (Treasury Regulation 111, sec. 29.23(0)—1 and sec. 
29.23(q)-1) prohibiting the deduction for income. tax purposes, as 
business expenses under section 23(a) of the 1939 Internal Revenue 
Code (sec. 162 of the 1954 Internal Revenue Code), of money expended 
“for lobbying purposes, the promotion or defeat of legislation, the 
exploitation of propaganda, including advertising other than trade 
advertising * * *.”” The Court’s decision was rendered in cases 
involving contributions by a wholesale beer distributor, and by a 
wholesale liquor dealer, to associations campaigning against local 
initiative proposals designed to provide for State-owned retail beer 
and wine stores and to adopt State prohibition, respectively, which 
proposals, if adopted, would have adversely affected the taxpayers’ 
businesses (Cammarano v. United States, — U.S. — (No. 29, October 
Term, 1958), affirming 246 F. 2d 751 (C.A. 9); F. Strauss & Son v. 
Commissioner of Internal Revenue, — U.S. — (No. 50, October Term, 
1958), affirming 251 F. 2d 724 (C.A. 8). See also Textile Mills 
Corp. v. Commissioner, 314 U.S. 326; Revere Racing Assn. v. Scanlon, 
232 F. 2d 816 (C.A. 1); American Hardware & Eq. Co. v. Commissioner, 
202 F. 2d 126 (C.A. 4); Roberts Dairy Co. v. Commissioner, 195 F. 
2d 948 (C.A. 8); Sunset Scavenger Co. v. Commissioner, 84 F. 2d 453 
(C.A. 9); Slee v. Commissioner, 42 F.2d 184 (C.A. 2): Staff Memoran- 
dum entitled ‘Influencing Legislation, Campaign Financing, and 
Office Holding—Some Tax Aspects,” in S. Rept. 395, 85th Cong., 
pp. 223-237). The Court specifically rejected the argument that 
such denial of tax deductibility would violate the guarantees of the 
first amendment to the Constitution. The Supreme Court’s decision 
sk, equally applicable to expenditures designed to further anti- 
public power propaganda. 





RESULTS FROM RECOMMENDATIONS 105 


{[H. Rept. 218, 85th Cong., Ist sess.] 


AVAILABILITY OF POWER TO PUBLIC PREFERENCE 
CUSTOMERS FROM CENTRAL VALLEY PROJECT (ROSE- 
VILLE, CALIF.) 


Fourth Report by the Committee on Government Operations 
(Submitted to the Speaker March 25, 1957) 


On September 24 and 25, 1956, the committee held hearings in 
Roseville, Calif.,on complaints by the city of Roseville, and confirmed 
the fact that the U.S. Department of the Interior had declined to make 
a contract to supply the city with power from the Central Valley project 
of the Bureau of Reclamation, even though power was available and the 
city, as a municipal electric distributor, was entitled to a power pref- 
erence under Federal reclamation law. 

Three weeks after the hearing, the Department announced (on 
October 15) that Roseville would be permitted to buy 7,250 kilowatts 
of project power. Delivery of the power began November 28, 1956. 
Thus, before the above report had been completed, the city’s imme- 
diate problem was resolved by the Department’s action. In its inquiry, 
the committee undertook a broad review of the availability of and 
demand for Central Valley project power. As a result, the above re- 
port included two general recommendations. 


RECOMMENDATIONS 


POWER ARRANGEMENTS BEYOND 1961 (Recommendation 
No. 1): 

1. On April 1, 1961, the existing contracts between the United 
States and Pacific Gas & Electric for sale and transmission of 
electric power and energy will terminate. Furthermore, it is 
estimated that the Trinity River division of the Central Valley 
project may be completed by the Bureau of Reclamation in fiscal 
year 1961, with an authorized total of 400,000 kilowatts of gen- 
erating capacity. Therefore, it is recommended that the Secre- 
tary of the Interior insure that sound planning is now going for- 
ward and will continue to go forward for the achievement of firm 
and effective transmission and interchange arrangements for 
Central Valley project power beyond 1961, so that as that time 
approaches, not only the Bureau of Reclamation but preference 
customers in the project area, both existing and potential, may 
have a clear understanding and reasonably firm expectations re- 
garding the allocation of project power. 


Resutts.—The Bureau of Reclamation uses, for the most part, 
the transmission system of the Pacific Gas & Electric Co. in dis- 
tributing Central Valley project power throughout its service area. 
In addition, the company not only purchases surplus or other unused 
power from the project but supplies so-called backup power from 
its own generating plants during any period when project plants 
might be unable to supply the preference customer load which the 
Bureau has contracted to supply. The relationship between the 
Bureau and the company is set out in two 10-year contracts, one for 

3807959 8 
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sale, and the other for transmission, of electric power and eneryy 
Both of these 10- -year contracts will expire on April 1, 1961. 

Since any effort to achieve firm and effective transmission arrange 
ments for project power beyond 1961 would involve negotiations for 
extending or renewing the present sale and transmission contracts 
with P.G. & E., the committee’s recommendation necessarily em- 
braces this matter, as well as the matter of power allocations. Deter- 
mination of both matters requires first a careful evaluation of the 
relative advantages and disadvantages of the contracts with P.G. & E. 

The present contracts with P.G. & E. have been criticized in detail 
by the General Accounting Office in its audit reports on the Central 
Valley project for fiscal years 1953, 1954, 1955, and 1956. However, 
on February 3, 1958, in an extensive presentation to a House com- 
mittee,! the Secretary of the Interior expressed disagreement with 
most of the comments and criticisms in the GAO audit reports. 

Subsequently, on October 10, 1958, as a preliminary to general 
negotiations with P.G. & E., the Bureau of Reclamation employed a 
consulting engineer to review the existing contracts with the company 
‘in detail” and ‘‘to evaluate the services provided by both the Bureau 
and the company and comment on the reasonableness of such services 
in terms of benefits and compensation.”” The consultant submitted 
his report to the Commissioner of Reclamation on November 28, 1958. 

The Bureau of Reclamation has transmitted the consulting engi- 
neer’s report to the General Accounting Office for its study and 
comments, as a further basis for Bureau planning and negotiating. 

With respect to allocations of power, Subcommittee Chairman Jones. 
by letters dated March 28 and May 12, 1958, requested the Se cretary 
of the Interior to provide information regarding the Bureau’s plans 
and procedures for committing a larger portion of available firm 
project power to the statutory preference customers. The Depart- 
ment’s responses conceded the availability of additional project power, 
but no actual allocations of such additional power to preference 
customers were made. In a letter to the Secretary of the Interior, 
dated September 30, 1958, regarding a critical power situation at 
Beale Air Force Base near Marysville, Calif., Congressman Moss of 
this committee suggested that further congressional hearings might 
be necessary. 

On October 13, 1958, the Department announced additional pref- 
erence customer allocations, bringing the total firm power allocations 
for the project to within 5, 500 kilowatts of the total project depend- 
able capacity of 450,000 kilowatts. 

No actual contracts for this additional power have been made. Such 
contracts, the Bureau contends, are necessarily contingent on making 
a su plementary agreement w ith Pacific Gas & Electric Co. under 
whi ch the company would supply so-called dual service. Dual serv- 
ice means that whenever total preference customer demand should 
exceed the project dependable power capacity (now set by contract at 
450,000 kilowatts), each CVP preference customer exceeding its con- 
tract rate of delivery would be billed directly by P.G. & E. for the 
excess power use.” Thus, the Bureau is insisting on a new type of 


1 Hearings before the House Committee on Interior and Insular Affairs on H.R. 6997, H.R. 7407, and H.R. 
10005 (Joint Development Proposal for Trinity Power Facilities), 85th Cong., 2d sess., pp. 231-236. 

2 In some cases, of course, P.G. & E. might actually be furnishing the supplementary power from its own 
plants. In most instances, however, there would be available water behind project dams so that supple 
mentary power beyond the project dependable capacity would be going into the company’s system from 
project generators. 
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service not covered in its existing sale and transmission contracts with 
the company. It is the Bureau’s position that negotiations leading 
to a form of contract renewing or extending the existing contracts 
beyond 1961 must include provision for the aforementioned “dual 
service.” 

In his letter dated October 13, 1958, to Congressman Moss, Assistant 
Secretary Aandahl referred to an agreement “in a general way” 
between P.G. & E. and the Bureau with respect to dual service. This 
understanding, however, has not been reduced to writing. It is the 
Bureau’s position that a written contract covering dual service cannot 
be made until there is an agreement as to the terms of a renewal or 
extension beyond 1961 of the existing sale and transmission contracts 
with the company. 


PREFERENCE CUSTOMERS (Recommendation No. 2): 


The Department of the Interior should make a thorough and ob- 
jective analysis of the anticipated actual demands of its present 
customers on the Central Valley project as well as an analysis of 
the contract demands of such customers. Determination should 
then be made of the kilowatt demand which may be reasonably 
expected to be available for new preference customers annually 
up to April 1, 1961, and this determination should be made known 
to public agencies and nonprofit organizations entitled to prefer- 
ence in the purchase of such power so that such potential cus- 
tomers may purchase such power on the bases, firm or withdraw- 
able, as best fit in with the new customers’ requirements and the 
anticipated demands of existing customers on the project. 


Resutts.—Demand for electric power in the Central Valley, as 
elsewhere, is growing steadily. Careful estimates of anticipated load 
growth are needed to assure efficient and equitable distribution of 
project power. Moreover, adequate public knowledge of the project’s 
power capabilities, as well as commitments, present and potential, is 
desirable. 

As mentioned above, the Department, on October 13, 1958, allocated 
to preference customers virtually all of the firm project power of the 
Central Valley project. Additional allocations would, naturally, be 
dependent on new sources of project power ® or in special backup or 
dual service arrangements with P.G. & E. The current supplemental 
allocations of power have been announced to the Bureau’s customers 
by letters from the regional director, of which two specimens were 
supplied to the committee staff. For example, on November 19, 
1958, the regional director advised the U.S. Naval Air Station at 
Moffett Field of an allocation of 3,200 kilowatts, 750 kilowatts above 
the existing contract rate of delivery. This supplemental power is to 
be furnished on a “temporary basis,’”’ pending a contract amendment, 
which is apparently contingent on the contemplated dual service agree- 
ment with P.G. & E. discussed under recommendation No. 1. The 
following language of the letter is particularly pertinent: 


We are currently considering a form of contract amend- 
ment which will incorporate this new allotment of power, or 
such lesser amount as you may desire, as a new contract rate 


3 E.g., the proposed waterpower development of the Trinity River division of the Central Valley project. 
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of delivery, and will include provisions relating to auxiliary 
power service which you may obtain from Kae suppliers, 
and perhaps other matters. The necessary arrangements 
covering possible auxiliary service will be an important rela- 
tionship and may delay the actual amendment of your 
contract. 


While the present firm power capacity of the project appears to be 
fully committed already, there is still need for information as to future 
demands of preference customers in the area. Additional power 
production facilities may be built on the project or new arrangements 
may be entered into whereby P.G. & E. would firm up present project 
generating capacity and allow additional allocations or reallocations 
of firm project power. 

Accordingly, by letter dated December 2, 1958, Subcommittee 
Chairman Jones requested the Secretary of the Interior to update the 
previously published estimates, up to April 1, 1961, of anticipated 
power demand by the preference customers of the Central Valley 
project. The Bureau of Reclamation has advised that these data 
are now being assembled. 


{[H. Rept. No. 840, 85th Cong., Ist sess.] 


OPERATIONS OF THE VIRGIN ISLANDS GOVERNMENT 
AND THE VIRGIN ISLANDS CORPORATION 


Ninth Report by the Committee on Government Operations 


(Submitted to the Speaker, July 22, 1957) 


The committee held comprehensive hearings on the operations of 
the Virgin Islands government and the Virgin Islands Corporation. 
A wide range of problems was investigated and a number of serious 
deficiencies were uncovered. 


RECOMMENDATIONS 


VirGiIn Istanps GOVERNMENT 


ACCOUNTING BUDGET CONTROL AND FINANCE (Recom- 
mendation No. 1): 


(a) The Governor and the Secretary of the Interior should, 
with the assistance of the General Accounting Office, make the 
successful establishment and maintenance of an adequate system 
of accounts and budget controls a major objective for the imme- 
diate future. 

(b) Appropriations in excess of anticipated income should be 
avoided. 

(c) Related recommendations appear under the heading, 
“Government Comptroller.” 


Resuuttrs.—(a) According to the Director of the Office of Territories 
of the Department of the Interior, the systems which were established 
in 1955 and 1956 would have met the problems pointed out by this 
recommendation if the systems had been operated by qualified and 
efficient personnel. Such personnel have been lacking. The Office of 





RESULTS FROM RECOMMENDATIONS 109 


Territories will advise the Governor of the Virgin Islands to get 
qualified personnel from the United States, if necessary. 

(6) The Director declares that no appropriations in excess of antici- 
pated income have been made since the committee’s report. In fact, 
for fiscal year 1958 income exceeded appropriations. 

(c) (See under Recommendation 3, infra.) 


LOCAL TAXATION (Recommendation No. 2): 


(a) The tax division, the office of the assessor and the other 
tax-collecting offices of the Virgin Islands government should be 
consolidated into a single department or division headed, if ob- 
tainable, by a person experienced in the fields of Federal, State, 
and local taxation. 

(6) Prompt attention should be given by the responsible officials 
to the adequate staffing of the tax-collection office and of the 
assessor’s office and to the improvement of the records, procedures, 
and equipment of those offices. 

(c) In its review of assessments, the board of tax appeals 
should hear and consider the basis of the assessor’s valuations. 

(d) Tax laws of a permanent nature should be enacted and 
every effort should be made by the legislature and the Governor 
to avoid “tax holidays.” 


Resvu.ts.—(a) The Director reports that both the Interior Depart- 
ment and the General Accounting Office requested the previous Gover- 


nor of the Virgin Islands to seek action from the Virgin Islands ot. 


lature on this consolidation, inasmuch as the Governor himself has 
no reorganization powers. The former Governor did not comply with 
this request. Now that a new Governor (Governor Merwin) is in 
office, the Department intends to request his assistance to attain con- 
solidation of the offices of the assessor and other tax collecting agencies. 

According to the Director, it is the general feeling in the Virgin 
Islands that the head of such a department should be a local person. 

(b) Some additions to the staff of the tax-collection office and the 
assessor’s office have been made. The committee’s recommendation 
helped the Governor to obtain more funds from the legislature for these 
functions. 

(c) According to the Director, the board of tax appeals now hears 
and considers the assessor’s valuations. 

(d) Permanent tax legislation has not been enacted. The Depart- 
ment of the Interior has apparently done little or nothing to further 
this recommendation, although the Director says the Department 
favors it. The Director reports that the Virgin Islands Legislature 
has long opposed permanent tax laws. 


THE GOVERNMENT COMPTROLLER (Recommendation No. 3): 


(a) Transfer the functions of the government comptroller to 
the United States Comptroller General and eliminate the super- 
visory responsibility and authority of the Secretary of the 
Interior in regard thereto. 

(6) Establish in the Virgin Islands a small resident office of 
the General Accounting Office. 
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(c) Delegate to the head of that office, authority to settle 
accounts, claims, etc., subject to appeal only to the Comptroller 
General or, where such right exists by law, to the courts. This 
would eliminate the right of appeal to the Governor and to the 
legislature. 

(d) Encourage the resident office of the General Accounting 
Office to employ to the extent possible, a supplemental staff of 
able residents of the Virgin Islands. The Comptroller General 
should be authorized to establish a pay scale for such supple- 
mental staff at rates consistent with those paid for similar service 
in the Virgin Islands. 

(e) Authorize and require the Comptroller General, through 
his resident staff, to assist the Governor in establishing and 
maintaining the system of accounts required by section 18 of the 
organic act. 

(f) For the time being, centralize the control of expenditures 
of the Virgin Islands government so that no expenditures can be 
made or goods or services ordered or persons employed, unless 
an allocated appropriation is available to pay the costs thereof. 

(g) Enact legislation, as suggested by the Comptroller Gen- 
eral, to provide penalties for making obligations or expenditures 
in excess of available funds and to provide other normal account- 
ing and fiscal controls. Proposals for legislation should be pre- 
sented by the Comptroller General to the Virgin Islands Legis- 
lature or to Congress, as he deems appropriate. 

(hk) Emphasize the training of resident Virgin Islanders em- 
ployed in the local GAO with a view to placing its functions 
eventually under the government of the Virgin Islands and sub- 
ject to appropriations made by the legislature. 

(i) The resident office of the General Accounting Office should 
be required to furnish reports and other information requested by 
the Virgin Islands Legislature, unless the Comptroller General 
determines that it is not physically feasible for the office to 
respond to such a request. 

}) The expenses of the resident office should be paid out of 
Federal appropriations to the Comptroller General. However, 
it is believed such expenses should be limited to 5 percent of the 
anticipated revenues of the government of the Virgin Islands, 
including matching funds, for the ensuing fiscal year, and the 
appropriations of the Comptroller General should be reimbursed 
for the expenses of the resident office from the matching funds 
without further appropriation by the Congress. The Legislature 
of the Virgin Islands should be authorized to appropriate addi- 
tional funds for the office, if it wishes to do so. 

(k) The functions transferred to the¥Comptroller General 
should remain with him for at least 5 years, after which time he 
should be required from time to time to make such recommenda- 
tions respecting the exercise of the functions as he deems appro- 
priate. It is the intention of the committee that the functions 
shall be placed in the government of the Virgin Islands, subject 
to an annual audit by the Comptroller General, as soon as that 
government is able to carry them out. The committee again 
notes that section 18 of the organic act makes it the responsibility 
of the Governor of the Virgin Islands, under the supervision of the 
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Secretary of the Interior, to establish and maintain adequate 
systems of accounting and fiscal control. 

(l) The committee requests the Comptroller General of the 
United States to prepare and present to it drafts of proposed 
legislation designed to implement the 11 foregoing recom- 
mendations. 


Resutts.—The bulk of these recommendations would require 
congressional legislation. In accordance with item (J), the Comp- 
troller General submitted to the committee a draft of legislation 
designed to implement these recommendations. 

Meanwhile, however, there have been certain developments in 
connection with the Vi irgin Islands government: 


A new Governor has been appointed, as well as a new 
government comptroller and a new finance officer. 

(2) Finance procedures have been formalized and record 
keeping improved. 

(3) All recent appropriations bills in the islands legislature 
have contained prohibitions of expenditures or obligations 
without available funds. 

(4) The effectiveness and efficiency of the government 
comptroller’s office have been improved. For instance, the 

compiroller now automatically provides copies of his report 
to the legislature and he is making his decisions in writing 
and having them printed. 

(5) Under recent amendments to the Revised Organic 
Act of the Virgin Islands, the United States now pays the 
salaries of the government comptroller and his assistants, 
his statutory salary of $12,500 is not now subject to admin- 
istrative reduction, and his decisions can be appealed to 
the Secretary of the Interior. See act of August 28, 1958 
(72 Stat. 1094, Public Law 85-851) 


In these circumstances, the committee is holding the proposed 
legislation drafted by the Comptroller General in abeyance while 
continuing its careful observation of the problems. 


THE GOVERNMENT SECRETARY (ecommendation No. 

(a) The government secretary should be given the reamnthi 
bility of supe rvising the overa!l management of the Virgin Islands 
government’s activities and functions. He should act primarily 
as the business manager of the government and this should be 
spelled out in the organic act. 

(6) The act should also be amended to require that the position 
be filled by a person professionally trained or experienced in 
governmental management, preferably at a local level. In order 
to attract qualified candidates, the position should be of a career 
nature, subject to removal under the civil service laws. For the 
time being, the government secretary’s salary should continue to 
be paid by the United States and be established under the 
Classification Act. To assure review of qualifications, the ap- 
pointment should be made by the President, with the advice and 
consent of the United States Senate. 
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Resvutts.—(a) and (6). The Department of the Interior has taken 
no action with respect to recommending legislation to effect these 
items. 

The Department has apparently failed to grasp the import of this 
recommendation, which contemplates the use of the government 
secretary to serve purely a managerial or housekeeping function. 
The committee’s recommendation is still sound; the government 
secretary, acting as an Islands’ government general manager would 
bring increased efficiency and economy to local governmental opera- 
tions; and the Secretary of the Interior should include proposed 
legislation in his current legislative program to implement the 
recommendation. 


WATER SHORTAGE ON ST. THOMAS (Recommendation No. 6): 


(a) The Interior Department and the Governor should under- 
take immediately, with the cooperation of the Soil Conservation 
Service and the Virgin Islands Corporation, a thorough study of 
the feasibility of constructing and maintaining a dam and reser- 
voir at Turpentine Run on St. Thomas for the purpose of aug- 
menting the public supply of water on St. Thomas, and as an 
alternative to the construction of sea-water desalting facilities at 
the present time. 

(6) In any case, the Interior Department should make a careful, 
economic analysis of costs, of the Islands’ ability to pay for water 
and of the financing of the facilities before proceeding with the 
installation of a sea-water desalting plant. 


Resutts.—(a) With funds appropriated by the Virgin Islands 
Legislature, a study was made by the engineering firm of Tippetts, 
Abbett, McCarthy & Stratton which submitted its report in November 
1958. The study recommended against constructing the dam and 
reservoir at Turpentine Run and instead urged the construction of 
sea-water desalting facilities, in combination with a small steam 
generating plant. 

(6) The economic analysis of costs and payment ability in connec- 
tion with the sea-water conversion plant is now underway under the 
act of September 2, 1958 (72 Stat. 1759; Public Law 85-913) which 
amended the Virgin Islands Corporation Act (48 U.S.C. 1407) and 
authorized the Virgin Islands Corporation to construct a saline water 
conversion plant. 

With the advice and assistance of the Office of Saline Water and 
other interested agencies, the Office of Territories has selected Bechtel 
Corp., from some 40 interested companies, to begin design studies 
for a plant capable of producing about 250,000 “ie per day and 
2,000 kilowatts of electric power. The Director advises that his 
office has been given a rough estimate of the net cost figure for undis- 
tributed water of $1.50 per thousand gallons. If this estimate is 
achieved, it would be in sharp contrast to the cost of $6 per thousand 
gallons for water imported by barge from Puerto Rico. 
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CHARGES AGAINST THE FORMER COMMISSIONER OF 
PUBLIC WORKS (Recommendation No. 6): 
This recommendation consists of the following language from ‘“‘Con- 
clusion VI’”’ of the committee’s report: 





Further investigation revealed that Mr. Lausi, Director 
of Territories, did not appear to know the basic facts involved 
and that, so far as the committee could ascertain, the charges 
he made at the hearings were without merit. 













Resutts.—It is hoped that the Director of Territories has become 
aware of the importance of having full substantiation of charges he 
might make against individuals. 


CONFLICTS BETWEEN THE GOVERNOR AND THE LEGIS- 
LATURE OF THE VIRGIN ISLANDS (Recommendation 
No. 7): 

(a) The organic act should be amended to make it clear that 
the item veto power can be used only to eliminate items with 
their equivalent funds. 

(6) The legislature should refrain from including substantive 
legislation in appropriation bills. If necessary, the organic act 
should be amended to invalidate substantive legislation included 

in appropriation bills. 
















Resutts.—(a) The Director states that there has been nothing 
with respect to this item in the Department’s previous legislative 
programs. He concurs in the recommendation and states that the 
current legislative program would deal with this matter. 

(6) Since the committee report, according to the Director, relations 
between the Governor and the legislature have been good. The 
Department has not included in its previous legislative programs any 
proposals dealing with the matter of substantive legislation in appro- 
priation bills. Nevertheless, the Director states that he agrees with 
the recommendation from the standpoint of orderly procedure, and 
advises that the Office of Territories would consider including this 
point in its next legislative program. 





















DEPARTMENT OF HEALTH (Recommendation No. 8): 

(a) The Governor, the government secretary, and the com- 
missioner of health must face the problem of the health depart- 
ment budget realistically and must program the department’s 
activities, so that it will live within its budget and provide bal- 
anced services for the full year. 

(6) The Governor and legislature should give consideration to 
the former health commissioner’s suggestion that the income from 
fees charged at the hospitals be used to reimburse the health 
department’s budget. 

(c) The management of the old-age homes, now split between 
the health department and the department of social welfare, 
should be consolidated. 
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Resutts.—(a) Following the committee hearings on the Virgin 
Islands Government, a three-man team from the U.S. Public Health 
Service made a reconnaissance study of the Virgin Islands hospital 
and health programs. This study, by Dr. Edward T. Thompson, 
Dr. Louis Block, and Edward E. Springborn, was completed in July 
of 1957. Thestudy contains cheenaaamnatoact (40 in all) on (i) organ- 
ization of the health department, (ii) administration, (i11) medical staff, 
(iv) auxiliary services (e.g., pharmacy, radiology, library), (v) mainte- 
nance services, (vi) finance, and (vii) general. 

The Public Health Service has been requested to advise the com- 
mittee of the extent of implementation of the study team’s recommen- 
dations. 

(6) According to the Director, the present commissioner of public 
health is against this recommendation. It is noteworthy, however, 
that recommendation No. 33 of the above-mentioned reconnaissance 
study covers the same ground as this item (6). The recommendation 
appears still to be sound; and, if nothing has been done to implement 
it, the Governor should be requested to take prompt, appropriate 
action. 

(c) This recommendation has been carried out. There is now only 
one home for aged. It is Kings Hill on St. Croix and is now under 
the Department of Health. 


VirGin IstANDS CORPORATION 


VICORP’S SUGAR OPERATIONS (Recommendation No. 1): 


The next 3 to 5 years should be regarded as a period for testing 
the economic soundness of Vicorp’s sugar operations and the 
Corporation should be continued under Government ownership 
during that time. At the end of 5 years, at the most, Congress 
should study the results with a view to disposing of the sugar 
operations to private industry or to the Territorial government, 
if it shows a profit, and if reasonable safeguards can be obtained 
to protect the Islands’ economy, or with the view to setting up a 
program for the discontinuance of the sugar operations and the 
disposal of its assets, if it continues to be unprofitable. In the 
latter case, the program will have to be designed to permit the 
St. Croix farmers to replace sugarcane with other crops which 
can be marketed for cash, and to provide some protection to the 
Virgin Islands government from the losses of the source of its 
matching funds. 


Resutts.—The Director of the Office of Territories advises that 
irrespective of the results of any congressional study within the next 
3 years, the future of Virgin Islands Corporation sugar operations 
cannot be a bright one, and hence there should be a continuing study 
and evaluation of these operations. He believes that within 10 years 
at most the situation with respect to discontinuation or transfer of 
these operations will have become completely clear. He states that 
no special reporting procedures have been set up to facilitate such a 
congressional study. 

He has pointed out that the precarious nature of these operations 
is deterring additional plant investment in the sugar mills. Yet the 
old equipment now in use is contributing to unprofitable operations. 
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Another serious obstacle is, of course, the nonavailability of local 
labor and the need to import workers from the British Virgin Islands. 






SUBSIDY OF RUM INDUSTRY (Recommendation No. 2): 


The Governor of the Virgin Islands should set up a joint com- 
mittee, consisting of representatives of his office, of the legislature, 
of the distilleries, and of the Virgin Islands Corporation, to study 
the matter of the subsidy contained in the price of molasses, with 
the view to establishing a program which will, by contract and by 
law, transfer any necessary subsidy for the rum industry from 
Vicorp, the Federal taxpayers, and the cane growers to the islands’ 
government. In the absence of any such agreement, the com- 
mittee recommends: 


(1) That the Board of Directors of Vicorp refer the 
molasses contract to the Attorney General for court action 
to determine whether it was the intention of the parties to 
permit the setting of a price below a reasonably arbitrated, 
fair market price, and 

(2) That any legislation extending the life of the Virgin 
Islands Corporation contain suitable provisions for trans- 


ferring the burden of the subsidy to the Virgin Islands 
government. 



















Resutts.—The Director advises that the Virgin Islands Legisla- 
ture, in April 1957, enacted legislation whereby the Islands’ govern- 
ment assumed this subsidy to the rum distilleries. Because of subse- 
quent stabilization of the world molasses price, the legislature has 
discontinued this subsidy. 






FIRE PROTECTION (Recommendation No. 3): 


The management of the Virgin Islands Corporation should 
carry through, with vigor, its announced program of establishing 
adequate fire-fighting facilities and systems at the sugar plant. 
The Board of Directors should give further consideration to the 
matter of insuring the Corporation against loss of its plant by 
fire and other disasters. The Virgin Islands Fire Department 
should establish a system of fire inspection and fire protection 
and, in particular, should make periodic inspections of the 
Vicorp’s sugar plant and transmit the results of its inspections 
and its recommendations to the President and the Board of 
Directors of the Corporation. 


Resutts.—The Board has discussed the matter of insuring its 
sugar plant but has not yet insured the plant. Information concern- 
ing the remainder of these recommendations has not yet been received 
from the Office of Territories. 






CONFLICT OF INTEREST (Recommendation No. 4): 


Members of the Board of Directors and employees of Vicorp 
should avoid allowing potential conflict-of-interest situations to 
arise. While the committee realizes that the number of experi- 
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enced businessmen in the Virgin Islands is limited, the committee 
believes that, with care, conflicts such as those disclosed could 
be avoided. 


Resvuutts.—Two of the potential conflict-of-interest situations men- 
tioned in the committee report are no longer present. The Board 
member who once acted through his partnership as an agent for the 
Corporation on St. Thomas has resigned from the agency position. 
Also, the wife of a top Corporation official formerly employed by a 
company which shipped Corporation sugar is no longer so employed. 
The Director has given assurance that a keen eye will be kept to avoid 
the development of conflict-of-interest situations. 


COST OF RESERVOIR (Recommendation No. 6): 


The need or desire of a hotel for a private water supply should 
not be considered in building a dam under the soil conservation 
program. Since a commercial venture, such as a hotel, will 
receive material economic benefit from a reservoir project, it 
should be required to bear a substantial share of the project’s cost. 


Resutts.—The Director states that he will obtain and supply to 
the committee information relating to this recommendation. 


SHORT-SEASON CROPS (Recommendation No. 6): 


The Virgin Islands penne should initiate a program aimed 
1 


at the development of the production and marketing of short- 
season crops on a commercial scale. 


Resutts.—The Board of Directors of the Corporation recently set 
up such a program with funds appropriated by the Virgin Islands 
Legislature. The U.S. Department of Agriculture has given assist- 
ance to the program. 


FUTURE OF VICORP (Recommendation No. 7): 

The Virgin Islands government and the Department of the 
Interior should do some careful planning to meet the eventuality 
that Vicorp may be forced to terminate its sugar operations. 
Pending a decision on the ultimate future of Vicorp, any legislation 
extending the Corporation’s life should provide that one of the 
businessmen members of the Board of Directors be a permanent 
resident of the Virgin Islands, appointed by the Governor, with 
the consent of the legislature. 


Resutts.—The Director reports that the planning suggested in 
this recommendation has not been considered “‘to any extent.’”’ Nor 
has the Board of Directors of the Corporation made any specific 
studies as yet. The soundness of this recommendation is being 
emphasized by current economic trends in the Virgin Islands, and 
action toward its fulfillment should be promptly taken. 

The committee’s recommendation that the Virgin Islands Cor- 
poration Act (48 U.S.C. 1407) be amended to provide that one business- 
man member of the Board be a permanent Virgin Islands resident 
appointed by the Governor was not adopted in the act of September 2, 
1958 (72 Stat. 1759; Public Law 85-913), extending the Corporation’s 
charter for 10 years. 
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[H. Rept. 1185, 85th Cong., 1st sess.] 


ARMY-INTERIOR RESERVOIR LAND ACQUISITION 
POLICY 


Sixteenth Report by the Committee on Government Operations 
(Submitted to the Speaker August 16, 1957) 


RECOMMENDATIONS 


REVOCATION OF JOINT POLICY (Recommendation No. 1): 


The joint policy of October 12, 1953, should be revoked. The 
former policy should be reinstated to provide for general fee 
taking to the project flood line, and acquisition of lands above the 
flood control aad should be restricted to the minimum consistent 


with sound real estate practice and authorized public purposes. 


Resutts.—Prior to October 12, 1953, the Corps of Engineers 
generally acquired fee title to most of the lands to be used for reservoir 
purposes, up to the top of the flood storage pool, while the Bureau of 
Reclamation acquired fee title to not less than 300 feet horizontally 
beyond the top of the irrigation pool and easements beyond that line 
to the top of the flood control pool. After the Departments of the 
Army and Interior adopted the so-called joint policy, the Corps of 
Engineers restricted its fee taking to the 5-year flood line, and acquired 
— a restricted flowage easement to the top of the flood storage 

ool. 

, The new policy has proved to be considerably more costly to the 
Government, with substantial losses to the public interest as a result 
of impairing the Corps of Engineers’ ability to control and alter 
reservoir operations, as well as diminishing the conservation and 
recreation opportunities available at reservoirs. The joint policy has 
had less effect upon the Bureau of Reclamation’s operations because 
the Bureau has continued to acquire fee title not only 300 feet hori- 
zontally beyond the top of the irrigation pool, but also, by ample 
blocking out of real estate lines, fee title to lands that in many cases 
are beyond the flood control line. In addition, the Bureau of Recla- 
mation has made greater use of withdrawn public land and has given 
more careful attention to the recommendations of the Fish and 
Wildlife Service. 

Despite the committee’s recommendation stated above, the joint 
policy of October 12, 1953, has not been revoked; nor has the former 
policy of general fee taking to the project flood line been reinstituted. 
The Corps of Engineers has, however, modified its practice under 
that policy by directing that fee title be taken to a line 300 feet 
horizontal from the conservation pool in those instances where the 
5-year flood line is substantially less than 300 feet from the top of 
the conservation pool. In addition, the corps is apparently placing 
greater emphasis than formerly upon the acquisition of access areas 
to facilitate public use of reservoirs. The Department of the Army 
and the Department of the Interior are now discussing a draft of 
agreement to implement the Fish and Wildlife Coordination Act of 
August 12, 1958 (72 Stat. 563; Public Law 85-624), by establishin 
criteria for the acquisition of lands around reservoirs. The propose 
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men may result in some modification in the practical operation 
of the joint policy. 

The committee’s recommendation is still sound and should be 
adopted by the Departments of the Army and the Interior. If that 
is not done in the near future, Congress should enact legislation to 
achieve modification of the joint policy as stated in the committee’s 
recommendation. 

Representatives of the Corps of Engineers and of the Bureau of 
Reclamation have stated, and there is at present no evidence to the 
contrary, that each agency is conforming with the committee’s 
recommendation that acquisition of lands (including, of course, 
interests in lands) above the flood control pool be restricted to the 
minimum consistent with sound real estate practice and authorized 
public purposes. 


CONSERVATION AND RECREATIONAL VALUES (Recom- 
mendation No. 2): 

In planning reservoir land acquisition, the Corps of Engi- 
neers and the Bureau of Reclamation should seek to make fully 
available the maximum conservational and recreational values 
inherent in their reservoir projects, as well as to provide for maxi- 
mum operational flexibility. The Corps of Engineers in par- 
ticular should, while considering the immediate financial aspects, 

ive increased recognition to the long-range needs of the Nation 
for the conservation and full development of natural resources 
and the recreation potentialities of the proposed project when 
determining whether to adopt, in the project plans presented to 
Congress, the recommendations of the United States Fish and 
Wildlife Service for measures to preserve and develop fish and 
wildlife resources. 


Resvutts.—Representatives of the Corps of Engineers and of the 
Bureau of Reclamation state that their respective agencies strive to 
comply with this recommendation. Moreover, both agencies are 
now under more stringent congressional directive to do so by virtue 
of the enactment of the Fish and Wildlife Coordination Act of August 
12, 1958 (72 Stat. 563; Public Law 85-624), the enactment of which 
was recommended by the committee. (See results under “‘Recom- 
mendation No. 3.’) As stated above, the Department of the Army 
and the Department of the Interior are working on an agreement to 
implement the act. ‘The Corps of Engineers is also apparently placing 
increased emphasis on the acquisition of niidieaal lends along the 
shores of its reservoir projects to provide the general public with more 
adequate “‘ready access” to the water as required by section 4 of the 
1944 Flood Control Act (16 U.S.C. 460(d)). 


AMENDMENT OF COORDINATION ACT (Recommendation 
No. 8): 

In addition to restoration of the previous land acquisition 
policy, the Coordination Act of August 14, 1946, which facilitates 
coordination of fish and wildlife conservation, should be broadened 
and extended in accordance with the general objectives of the 
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amendments that have been endorsed by the conservation officials 
of all 48 States and are now embodied in H.R. 8747 and H.R. 
8631 of the 85th Congress. 








Resutts.—This recommendation has been fulfilled. The com- 
mittee’s recommendations for amendment of the Coordination Act 
were adopted by Congress. As a result of further review, both by the 
executive departments and congressional committees, a clean bill 
(H.R. 13138) was introduced and enacted as the Fish and Wildlife 
Coordination Act of August 12, 1958 (72 Stat. 563; Public Law 
85-624). This act requires more extensive consultation with the 
Fish and Wildlife Service both before and during the building of 
Federal water development projects. It will lead to greater con- 
sideration of fish and wildlife conservation in such projects and put 
wildlife conservation on an equal footing with such other features in 
planning of Federal water-resource development programs as flood 
control, irrigation, navigation, and hydroelectric power. The new 
law has been lauded by every major national conservation organiza- 
tion as well as by the commercial fishing industry. (See S. Rept. 
1981, 85th Cong., 2d sess., p. 2.) 


REVISION OF EASEMENT LANGUAGE (Recommendation No. 4): 

To facilitate the Government’s utilization of such easements 
as are appropriate for acquisition (as in the remote stretches of the 
reservoir and in other exceptional circumstances), the easement 
language used by the Corps of Engineers and the Bureau of 
Reclamation should be revised. The Corps of Engineers, in 
particular, should correct the deficiencies in its present easement 
language, and the Bureau of Reclamation should reexamine the 
diverse easement language used in its several regions and make 
that language as nearly uniform as possible. Both agencies in 
making their revisions of easement language should do so with 
the objective of obtaining for the Government the interests and 
protection necessary for all project purposes. 


Resutts.—Neither the Corps of Engineers nor the Bureau of 
Reclamation has as yet modified the language of their respective ease- 
ment provisions. However, the Bureau of Reclamation plans to assign 
one or more persons early in 1959 to reexamine the diverse easement 
provisions and prepare more nearly uniform language. The Corps of 
Engineers apparently contemplates no change in the easement lan- 
guage despite the committee’s recommendation. The corps recognizes 
that in some instances (e.g.. where the level of the water rises to the 
5-year flood line) the absence of a general right of passage over flowage 
easement lands affects the statutory right of the public to ready access 
to, and exit from, the waters of the reservoir. But it is apparently 
the corps’ position that its lack of access does not sufficiently impair 
operational use of the reservoir and that the problem of public access 
is being adequately handled through increased emphasis on acquisition 
of public access areas at discrete points around the reservoir. In addi- 
tion, the corps is seeking to minimize problems of possible damage 
claims against the Government by utilizing broader provisions for 
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waiver of claims in negotiated easement options. Other problems 
mentioned by the committee on pages 12-13 of the committee’s report 
are being left by the corps to resolution in the courts when they arise. 
The slow progress in fulfilling the committee’s recommendation is 
apparently the result of the stultifying influence of the joint policy. 


TIMBERLAND EXCHANGES (Recommendation No. 4): 


The Department of the Army, the Department of Agriculture, 
and the Department of the Interior should jointly study, and 
report back to this committee not later than March 1, 1958, 
as to the practicability of effecting exchanges of Government 
forest lands for private forest lands acquired for reservoir projects. 
In any such exchange procedure the agency having primary 
jurisdiction over the public forest land should have the right te 
determine whether or not the exchange should be made; the 
exchange should adequately protect watersheds and public 
hunting and fishing; only comparable types of forest lands should 
be exchanged, and only on the basis of equal values; timberlands 
in parks, wildlife refuges, and military and Indian reservations 
should not be used for such exchanges; and the public interest 
should be fully protected by such other conditions as may be 
necessary. 


Resutts.—The three departments furnished reports on this subject 
to the committee as follows: Department of Agriculture (March 6, 
1958); Department of the Interior (April 1, 1958); and Department of 
the Army (May 6, 1958). 

All three departments opposed the exchange of Government forest 
lands for private forest lands and declare that such exchanges would 
be contrary to the public interest. A committee report concerning 
the details of the matters discussed in the reports of the three depart- 
ments has been drafted. 


ECONOMICAL HARVESTING OF TIMBER (Recommendation 
No. 6): 

The Corps of Engineers should more effectively utilize its 
authority under section 4 of the 1944 Flood Control Act, as 
amended, to facilitate the economical harvesting of timber in 
reservoir areas the cutting of which would not impair the basic 
purposes specified in that section 4. 


Resutts.—Representatives of the Corps of Engineers state that 
the corps is continuing to give maximum attention to effectuating 
this recommendation. 


RICHARDSON TRACT LITIGATION (Recommendation No. 7): 


The Department of Justice should take prompt action to 
obtain full possession of the condemned Richardson tract at the 
Benbrook project and a judicial determination of damages for the 
gravel which he has removed therefrom. 





RESULTS FROM RECOMMENDATIONS 121 


Resutts.—The suit concerning the Richardson tract and the dam- 
ages for removal of the gravel is still pending in an “abated’’ status, 
and the Government’still lacks possession of the tract. The Depart- 
ment of Justice, assisted by the Corps of Engineers on appraisal 
questions, is now engaging in negotiations with Mr. Richardson’s 
counsel for a possible settlement of the case. Section 205 of the act 
of July 3, 1958 (72 Stat. 297, 316; Public Law 85-500), would enable, 
although it in no way seeks to force, Mr. Richardson to obtain return 
of the fee title for part of the tract, subject to the Government’s 
retention of a flood control easement under the joint policy. 


[H. Rept. 1820, 85th Cong., 2d sess.] 
MORNINGSIDE HOSPITAL 


‘Twenty-fourth Report by the Committee on Government Operations 
(Submitted to the Speaker May 28, 1958) 


The investigation of Morningside Hospital dealt with the care and 
treatment of insane patients committed to that institution from 
Alaska, and with the administration of contracts entered into between 
the Secretary of the Interior and this hospital. These contracts in- 
volved an annual expenditure of approximately $1 million. The 
committee’s investigation is expected to result in improved care and 
treatment of the patients. It also revealed that many thousands of 
dollars in taxes are due to the Federal Government from the Morning- 
side Hospital and its controlling stockholder, Wayne Coe. 


RECOMMENDATIONS 


ACCELERATION OF PROGRAM IN ALASKA (Recommendation 
No. 1): 

The Territory of Alaska should expedite the construction in 
Alaska of public mental-health facilities and should establish, as 
soon as possible, an adequate mental-health program for the care 
and treatment of mentally ill Alaskans. In the light of the time 
limitations placed by the Congress in the Alaska Mental Health 

Ynabling Act, the committee urges most strongly that immediate, 
decisive and constructive steps be taken to move toward the goals 
established by the Congress. The committee feels that tempori- 
zation at this point would seriously endanger the attainment of 
these goals. 


Resutts.—A $6,500,000 grant was authorized by the Alaska Mental 
Health Enabling Act of July 28, 1956 (70 Stat. 709; 710; 42 U.S.C., 
Supp. V, sec. 274; Public Law 830, 84th Cong.), for construction of 
mental health facilities in Alaska. This sum was appropriated by the 
act of August 1, 1958 (72 Stat. 457, 465; Public Law 85-580), and is 
available for expenditure by Alaska as construction expenses are cer- 
tified by the Public Health Service. The government of Alaska has 
already engaged architects to design a mental hospital of 225-bed 
capacity (with master plans for 450) to be built at Anchorage on a 
tract of 70 acres to be made available by the Bureau of Land Manage- 
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ment. It is expected that bids for construction will be invited late in 
1959 and that construction will start in 1960. 

On August 25, 1958, the regional medical director of the U.S. Public 
Health Service, pursuant to sec. 371 of the act of July 28, 1956, supra, 
approved the plans for the Alaska mental health program for fiscal 
year 1959. The program, as set forth in chapter 10 of the Alaska 
Department of Health manual, should provide a very substantial and 
commendable advance in the care and treatment of the mentally ill of 
Alaska. 


TEMPORARY FACILITIES (Recommendation No. 2): 

Pending the construction of public mental health facilities in 
Alaska, the Territory should take immediate steps to provide 
adequate temporary facilities, preferably in Alaska, for the proper 
care and treatment of Alaska’s mentally ill. 


Resutts.—The government of Alaska, after considerable study 
and effort to achieve this recommendation, found that adequate tem- 
porary facilities could not at present be provided for the care and 
treatment of Alaska’s mentally ill persons, except at prohibitive cost 
or by impairing the care of the patients now at Morningside Hospital. 
A proposal to construct temporary mental health facilities at Valdez, 
Alaska, was considered but found impractical. The government of 
Alaska therefore found it necessary to enter into a new contract with 
the operators of the Morningside Hospital. (See results under 


‘Recommendation No. 3.’’) . 


TERMS OF INTERIM CONTRACT (Recommendation No. 8): 


If the Territory of Alaska is unable to obtain adequate tem- 
porary facilities in Alaska, or to obtain better facilities in the 
United States than at Morningside Hospital, and is therefore 
obliged to award another contract to the Sanitarium Co., it should 
be on a short term, cost-plus-fixed-fee basis with contract provi- 
sions which adequately guard against any possible repetition of 
the deficiencies and abuses discussed in this report. Such a con- 
tract should particularly include specific provisions for staff- 
patient ratios which meet recognized staffing standards, regular 
audits of all hospital records including fiscal records, safeguards 
against the exploitation of patients, provision for compensating 
patients for their labor based on an appropriate system for eval- 
uating the worth of their efforts, and increased supervision and 
inspection by Territorial officials. In addition, the Territory 
should require prompt correction of existing deficiencies, including 
increased professional staff, single standard food service, institu- 
tion of a boarding out program, correction of improprieties in 
previous burials of deceased patients, as well as insuring that 
future burials comply with proper standards of decency, hiring a 
psychiatric social worker and a dietitian, and requiring that a 
Territorial medical officer, rather than a company psychiatrist, 
should determine when patients are ready for discharge. 


Resvu.ts.—Because the government of Alaska was unable to obtain 
adequate temporary facilities pending the construction of public 
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mental health facilities in Alaska, the commissioner of the Alaska 
Department of Health, entered into a contract dated April 18, 1958, 
with Morningside Hospital, Ltd., an Oregon corporation headed by 
Mr. Wayne W. Coe, who also heads the Sanitarium Co. The con- 
tract is “for an indefinite period beginning on July 1, 1957,! and ending 
when terminated” either on June 30 of 1958 or 1959 (on 30 days’ 
notice), or at any time upon 6 months’ notice. The contract provides 
for compensation to the company, not on the basis of a flat fee per 
patient as under the previous contract, but in accordance with a re- 
imbursable cost formula. The contract also inaugurates an account- 
ing system and requires regular audits and access to all c orapany books 
and accounts by representatives of the department of health. The 
allowable expenses are defined in the contract, and a maximum of 
$921,500 is prescribed for the period July 1, 1957, through June 30, 
1958. The government of Alaska has already completed its audit for 
the fiscal year ending June 1958. 

The contract contains an itemized schedule of personnel which the 
hospital must employ and provides for hiring additional personnel on 
request of the government of Alaska. Medical and nursing super- 
vision has been increased, but the Alaska Department of Health 
states that because of insuffic ient funds, it has not yet ordered the 
nursing staff to be increased to the standards of the American Psychi- 
atric Association. Although the contract does not contain a provi- 
sion for a government-employed medical officer to maintain residence 
supervision at the hospital, the contract does provide that one or 
more authorized representatives from the Alaska Department of 
Health shall visit the hospital at least once every 3 months, and 
that the hospital shall yes rate with health, welfare, and other 
agencies in the evaluation, treatment, and rehabilitation of patients. 
Like the previous contract, the new contract contains a provision for 
a boarding out program, as well as for out-of- hospital convalescence. 
Responsibility for the discharge of patients is placed with the hos- 
pital. The contract requires the hospital to be conducted in compli- 
ance with standards of the Oregon State Board of Health, and “‘such 
additional standards as may be required”’ by the Alaska Department 
of Health. 

No dietitian has yet been hired and the double food standard for 
patients and employees is still being followed. The nutrition consult- 
ant of the Alaska Department of Health who inspected Morningside 
Hospital food service operation in June 1958, found the meal service 
“fairly adequate” although deficient in several important respects, 
and recommended adoption of a single food service standard. 

The hospital has been relieved of responsibility for the burial of 
patients since that is now handled under a separate contract with a 
funeral company in Portland, Oreg. 

Patient labor is being assigned on a therapeutic basis on medical 
prescription reviewed by the chief psychiatrist of the Alaska Depart- 
ment of Mental Health. Such patients are now compensated for their 
labor in light of their ability and time spent, although without relation- 
ship to normal labor wages. No patients are assigned to labor off the 
hospital grounds except under supervision of the State office of 
vocational rehabilitation. 

1In October 1957, the government of Alaska and the Sanitarium Co. had agreed that the contract would 


expire Dec. 31, 1957. The new contract, relating back to July 1, 1957, presumably would govern the rights 
of the parties beginning July 1, 1957. 
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Although the contract does not go quite as far as the committee 
recommended toward correcting the deficiencies revealed by the 
hearings, it is a very substantial and significant improvement over 
the previous contract and appears to provide a sound basis for guard- 
ing against any possible repetition of most of the inadequacies and 
abuses revealed by the committee’s investigation. 


INSULIN COMA THERAPY (Recommendation No. 4): 

If insulin coma therapy is hereafter administered to Alaskan 
mental patients, it should be done only with adequate medical 
safeguards to avoid a repetition of the hazards that were revealed 
during the committee’s investigation. 


Resutts.—The Alaska Department of Public Health states that 
no insulin coma therapy will be done at Morningside Hospital without 
prior clearance and approval of the department’s chief psychiatrist. 


LAW VIOLATIONS: HANDLING OF PATIENTS (Recommenda- 
tion No. 8): 

In the light of the facts revealed by the committee’s investi- 
gation and the charges under oath that there had been gross 
negligence in the treatment of the patients at Morningside 
Hospital, the transcript of the hearings should be referred to the 
district attorney at Multnomah County, Oreg., so that he may 
determine whether there is evidence of any violation of Oregon 
law. 


Resutts.—This recommendation has been fulfilled. The tran- 
script was forwarded to the district attorney shortly after the hearings 
No prosecution has been instituted based on negligent treatment of 
patients. 


LAW VIOLATIONS: EMPLOYEES’ WAGES AND HOURS 
(Recommendation No. 6): 

The transcript of the hearings should be forwarded to the com- 
missioner of labor of Oregon so that he may determine whether to 
proceed, under the laws of Oregon, on behalf of those employees at 
the Morningside Hospital who were worked overtime without 
compensation in violation of the Oregon laws, to collect such 
compensation, and whether there is other action which should be 
taken in the light of the evidence at the committee hearings that 
women employees at the hospital were worked more hours than 
permitted by Oregon law. 


Resuits.—The transcript of the hearings was forwarded to the 
commissioner of labor on June 6, 1958. According to information 
received from the commissioner of labor, the Oregon Bureau of Labor, 
on the assumption that Morningside Hospital ‘‘was a Government 
institution,’”? made no inspections of Morningside Hospital prior to 
1957. Inspections which have been made since then failed to reveal 
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violations of Oregon requirements concerning maximum hours and 
minimum wages for the years 1957 and 1958. A 2-year statute of 
limitations now prevents the Oregon Bureau of Labor from processing 
any claims for overtime that might be filed by any present or former 
employees of the hospital. 


LAW VIOLATIONS: INCOME TAX (Recommendation. No. 7): 

The Internal Revenue Service should promptly and carefully 
examine all tax returns filed by the Sanitarium Co. and by Mr. 
Wayne W. Coe to determine the amounts due from them and to 
consider whether the facts disclosed warrant the institution of 
criminal proceedings under the internal revenue laws. 


Resutts.—The Internal Revenue Service has advised that appeals 
by both the Sanitarium Co. and Mr. Wayne Coe are now pending in 
the Appellate Division of the San Francisco Region, Internal Revenue 
Service, thus indicating that the Internal Revenue Service has made 
substantial deficiency assessments against both taxpayers. The 
amounts of such deficienc y assessments are not at this time available 
for public release by the Internal Revenue Service. 


BREACH OF CONTRACT SUIT (Recommendation No. 8): 
The transcript of the hearings should be referred to the Interior 


Department and to the Department of Justice to determine 
whether in the light of the gross breaches of contract revealed 
by virtue of the wide discrepancy between the level of care and 
treatment contracted for and that actually provided, a civil suit 
should be instituted against the Sanitarium Co. on behalf of the 
U.S. Government to recover the difference in the value of the 
services contracted for and actually received. 


Resutts.—The transcript of the hearings was referred to both the 
Department of the Interior and the Department of Justice. Lawyers 
of both agencies are now considering the question as to whether there 
is adequate basis for institution of a suit as recommended by the 
committee. 


REMEDIAL LEGISLATION (Recommendation No. 9): 

The Department of Health, Education, and Welfare should 
study and report back to this committee not later than 30 days 
before the end of this session of Congress as to whether further 
legislation is required to prevent abuses of labor of patients in 
mental hospitals such as occurred at Morningside Hospital. 


Resutts.—On August 18, 1958, the Secretary of the Department 
of Health, Education, and Welfare discussed the problem of prevent- 
ing abuses of labor of patients in mental hospitals and concluded as 
follows: 


It is our opinion that the development of a sound work 
therapy program and the prevention of abuses rest with the 
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administration of the individual hospital and the State sys- 
tem, if it is a State hospital. It would be very difficult to 
design legislation in this area which would deal with abuses 
and still not hamper the proper treatment functions of work 
yrograms. There is a danger that protective legislation, 
eee well intended, would defeat its own purpose by 
inhibiting constructive effort. The best approach to the 
problem is through education of administrative and profes- 
sional personnel toward exploration and development of 
improved methods of care, treatment, and rehabilitation. 
This approach has received considerable impetus from timely 
legislation; namely, title V of Public Law 911, which was 
passed by the 84th Congress. This legislation authorized 
the making of special project grants, upon recommendation 
of the National Advisory Mental Health Council, for the 
support of investigations, experiments, and demonstrations 
in the field of mental health, with partic ular e mphasis on proj- 
ects designed to improve the operation and administration 
of State institutions for the care and treatment of the 
mentally ill. 

In situations where patients with mental disorders are 
hospitalized under a contract care arrangement, the terms 
of the contract with regard to vocational assignment and 
training should be set forth in an unequivocal manner. 
Among other things, there should be authority for staff of 
the contracting agency to make inspection visits at any time. 
In hospitals where the number of patients being treated is 
sufficient, there should be a staff member of the contracting 
agency at the hospital to see that the terms of the contract 
are properly carried out. 

A copy of the Secretary’s letter was transmitted to the Governor 
of Alaska, and by letter of September 5, 1958, the Acting Governor 
of Alaska advised the committee that the Department’s report ‘will 
be of interest to representatives of our newly elected State legislature.” 


a 


QUALIFICATION AS BIDDER (Recommendation No. 10): 
Although the Territory is not governed by GSA General Regu- 
lation No. 15, the Territory should consider following the pro- 
cedures contemplated by that regulation in determining whether 
the Sanitarium Co. is a responsible bidder to be awarded Terri- 
torial contracts 


Resutts.—Because no facilities were available in other hospitals, 
the government of Alaska found it necessary, as mentioned above 
under recommendations Nos. 2 and 3, to continue temporarily its 
contractual relations with the operators of the Sanitarium Co., now 
doing business under the name of Morningside Hospital, Ltd. 
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[H. Rept. 1821,{85th Cong., 2d sess.] 
ALASKA NATIVE LOAN PROGRAM 


Twenty-fifth Report by the Committee on Government Operations 
(Submitted to the Speaker May 28, 1958) 


The investigation of the Alaska native loan program concerned it- 
self with the administration of the Interior Department’s program of 
loans to native community associations in Alaska for acquisition and 
operation of salmon canneries and for relending funds to community 
members for the purchase of fishing boats. Hearings were held in 
Alaska. The committee’s investigation revealed that the record of 
repayment of these loans, representing outstanding obligations total- 
ing more than $3% million, was not a good one, and that the Interior 
Department’s s administration of the program had contributed to the 
delinquency in repayment of loans. As a result of the investigation 
and recommendations, it is expected that the administration of 
the loan program will be improved, that operation of the native can- 
neries will become more efficient, that new policies and procedures will 
eliminate many of the difficulties in all phases of the loan program 
and result in fewer repayment delinquencies, and that a broader and 
more active vocational training program for the natives will be 


instituted. 
RECOMMENDATIONS 


DEPARTMENTAL REVIEW OF PROGRAM (Recommendation 
No. 1): 

The Secretary of the Interior should examine the staffing and 
administration of the native loan program, review the recom- 
mendations thereon already made by Bureau personnel and con- 
sultants, and initiate necessary improvements. The review 
should also include (a) consideration of the attitudes, effective- 
ness, and workloads of Bureau personnel both in Washington 
and in the Juneau area office having responsibility for the native 
loan program and its operations; (b) the general practicability 
of the special boat financing proc edure which is re ported as being 
successfully used by the ~Metlakatla community association; 
and (c) all possible alternatives to transferring operation of the 
native-owned canneries to private nonnative companies. The 
Secretary is requested to report to the committee the results of 
his review not later than August 1, 1958. 


Resutts.—The departmental examination requested in this recom- 
mendation has been made and a 28-page report transmitted to Sub- 
committee Chairman Jones by Assistant Secretary Ernst on October 
dl, 1958. 


Staffing and Administration of Alaska Loan Program 


The Secretary’s report states that the area branch of credit in the 
Juneau area office of the Bureau of Indian Affairs is now being re- 
organized. It will be headed by an area credit officer, with an 
assistant. It is hoped to be able to enlarge the present staff of 11 
by the addition of a business economist well grounded in cannery 
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operations, a business economist versed in merchandising, additional 
credit officers, and clerical assistants. However, a representative of 
the Bureau (Chief of the Branch of Credit) stated that recruitment of 
qualified personnel for the credit program in Alaska is extremely 
difficult. 

Also, since the area credit staff works closely with the Indian Arts 
and Crafts Board, enlargement of that Board’s staff is contemplated. 

The Bureau’s area director at the time of the committee hearings 
has resigned. His successor was previously the executive director of 
the Alaska Rural Development Board, work which brought him into 
close contact with the native population. The Secretary’s report 
declares: 


* * * The new area director has been given explicit instruc- 
tions to pay particular attention to the loan program with the 
view of devising all new feasible means for improving admin- 
istration of the | program. 


The Secretary’s report adds: 


* * * We will make every effort to discover new means for 
improving the administration of this program. 


Recommendations by Consultants and Bureau Personnel 


The Secretary’s report discusses a number of past recommendations 
but does not indicate that these or any other such recommendation 
has been put into effect. A representative of the Bureau stated, how- 
ever, that the Bureau is actively exploring the matter of a supervisory 
accountant with general responsibility over the several native-owned 
canneries. 


Attitudes, Effectiveness, and Workloads of Bureau Personnel 


While finding the attitudes and effectiveness ‘‘excellent,” the 
Secretary’s report notes that the area director in Alaska at the time 
of the committee hearings has been replaced and that the new in- 
cumbent is believed to be ‘‘well suited by temperament and attitude 
for his new duties.’’ Also, the report expresses the belief that the 
assistant area director, some of whose alleged statements were 
questioned in the committee’s report, is properly qualified and 
efficient, with an attitude to the Indians that is ‘above reproach.”’ 

As to workload, the report states that there is every reason to 
believe that some additional personnel would be helpful in the Juneau 
area Office. Moreover, the Bureau plans to put increasing responsi- 
bility for decisions of an operating character on the Juneau Credit 
Office, which should yield greater efficiency and hence reduce the over- 
all workload for the loan program. 


Lease-Purchase Boat-Financing 


The Secretary’s report discusses this at length. Views of both 
cannery Managers and community association councils were obtained. 
The consensus can be summarized as a reluctance to adopt this 
procedure, at least at the present time. . Certain technical objections 
were voiced (e.g., the tax deductions for depreciation and other 
expenses are available to the boat operator when he is also the legal 
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owner, but not when he is only a lessee). A Bureau representative 
stated that such technical objections could doubtless be worked out. 
However, the chief objection appears to be psychological: There is a 
strong pride of boatownership among the native fishing communities. 

The Bureau’s representative commented that the Bureau is hesitant 
to press for so marked a change in loan procedures because the salmon 
fishery industry is in a severe state of flux at present. First, abolition 
of fish traps is bound to have an important effect on salmon seining, 
although opinion is divided on whether the native fishermen will 
actually benefit. Second, the small salmon runs and the lack of 
prospect for their increase have continued to unsettle the industry. 
Third, there is a likelihood that the salmon canning industry will 
begin to purchase salmon by the pound instead of by the fish. “Since 
from season to season the total catch often varies sharply in the ratio 
of small to large fish, the use of a weight standard in determining what 
is paid for fish would have a widespread, and probably a stabilizing, 
effect on the fishery industry as a whole. 

The Bureau believes that the Metlakatla plan still offers s potential 
advantages but that more time is needed to study the advantages and 
disadvantages of the plan as being carried out at Metlakatla. The 
Bureau will continue to study the matter, but believes that final de- 
cisions on this matter must be made by the councils of the community 
associations. 


Alternatives to Turning Over Cannery Operations to Nonnative 
Companies 


The Secretary’s report suggests only one such alternative: consolida- 
tion of the canneries. This has already been done in part by com- 
bining the operations of the Klawock and Hydaburg canneries. A 
broader consolidation, the report states, is infeasible because of geo- 
graphic distances. Hence, the report concludes that, where continued 
losses make further financing of a cannery’s operations unjustifiable 
(as the report suggests may now be the case with the Angoon cannery), 
it— 

will be necessary either to close the cannery down, which will 
be avoided if at all possible, or enter into some type of an 
operating arrangement with a commercial, nonnative con- 
cern, if one can be located. 


Department’s Letter of October 31, 1958, Transmitting Secretary’s Report 


This letter states that the native association canneries probably 
have done about as well, since 1953, as the industry as a whole has 
done, and adds: 


* * * The Bureau of Indian Affairs will continue to do 
everything it can to assist * * * in making a success of the 
cannery enterprises. 

* * 6 * +e 


* * * T believe that considerable good should result from 
the study conducted by your coramittee. It already has 
resulted in the Bureau of Indian Affairs reexamining every 
available opportunity to improve the administration of the 
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program in Alaska. Also, the [committee’s] report should 
serve to acquaint the Congress with the unique problems 
encountered in our attempts to render loan assistance to the 
natives in Alaska. 


LOANS FOR LARGER BOATS (Recommendation No. 2): 


The Bureau of Indian Affairs should give full consideration to 
the granting of such loans to members of the community associa- 
tion as will enable them to acquire boats large enough to fish 
safely and efficiently in ‘‘outside” waters. 


Resvutts.—Since the beginning of fiscal year 1958, 21 boats capable 
of “outside” fishing have been acquired with the help of loans con- 
templated by this recommendation. 

Between June 30, 1957, and June 1, 1958, a total of $337,365 was 
advanced to the Angoon, Hydaburg, and Klawock communities for 
the purpose of making individual boat loans. In addition, a commit- 
ment was made to advance the Kake Community Association $90,000 
for individual boat loans. Most of these funds were used in the 
acquisition of boats capable of fishing in ‘‘outside’”’ waters, as follows: 


| | Additional boats 
| Boats previously | capable of ‘‘out- 
. or t capable side’’ fishing 
“outside” acquired through 
fishing loans to individ- 
- uals since June 
<td. cas oe 
| 


Official name of association 


30, 1957 





Hydaburg Cooperative Association 
Angoon Community Association 
Organized Village of Kake 
Klawock Cooperative Association 


mT 
re 
| 


The Metlakatla Community Association received an additional 
loan from the United States and made, in turn, loans to individuals 
to acquire three boats capable of ‘‘outside’’ fishing. 

The Bureau of Indian Affairs has advised that during the 1958 
fishing season the best salmon fishing in southeast Alaska occurred in 
the so-called inside waters. The Juneau area office is now preparing 
a survey of the production of each boat in the native community 
fishing fleets in accordance with each boat’s capability for “outside” 
or “inside” fishing. The purpose of the study is to determine the 
relative economies of the operation of large and small boats. 

The committee report suggested (p. 18) that economy and efficiency 
of fishing operations might be enhanced by new techniques and 
equipment. In this connection, the Bureau reports that the Kla- 
wock fishing fleet has almost completely converted to the use of new 
rot-resistant synthetics for seine webbing. The Hydaburg fleet 
hopes to convert by next year. Also, on December 17, 1958, the 
Secretary of the Interior announced that the Bureau will step up its 
program of helping the Alaska natives modernize their fishing fleets 
with more efficient mechanical devices, such as the mechanical power 
block which uses engine power to help haul in purse seines. 





0 
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VOCATIONAL TRAINING (Recommendation No. 3): 


The Bureau should adopt all measures within its authority to 
develop and promote interest in vocational training program 
which would prepare members of the community associations to 
hold more of the top technical and administrative positions in 
their cannery enterprises. This training should cover courses at 
vocational schools apprenticeship training, and on-the-job train- 
ing. The Bureau should take maximum advantage of its new 
authority under Public Law 959, 84th Congress (act of August 3, 
1956; 70 Stat. 986). 


































Resutts.—In response to requests from the Bureau, the managers 
of the four native-owned canneries have informed the Bureau that 
several obstacles stand in the way of training natives for technical 
and administrative positions in the cannery enterprises. Among the 
difficulties mentioned are: 


(a) The training period for the more demanding positions 
is a long one. 

(b) The younger people in the native communities have 
little desire to remain there, but prefer instead to move to 
the city. 

(c) Most native men prefer actual fishing to work at the 
canneries. 

(2) The number of salmon canneries in Alaska has dropped 
sharply in the last 5 years. 

(e) Because of the closing down of many Alaskan canneries 
and the resulting employment dislocation, the labor unions 
are reported to be reluctant to accept new members in 
connection with Alaska cannery jobs. The present experi- 
enced cannery employees are largely unionmen. At one 
cannery (Hydaburg) it is reported that unionmen do not 
readily work with apprentices, allegedly because of union 
anxiety about increasing the skilled labor force in the industry 
in Alaska.! 


The Juneau area office has requested the community councils to 
obtain from their cannery managers information concerning: 


(a) Each employee who is not a member of the community 
together with the reason it is necessary to employ him and 
the amount of his salary. 

(6) The amount of training needed for filling any such 
nonmember jobs. 

(c) The names of potential applicants for such positions. 


The Bureau has indicated that it will assist such applicants to 
obtain training for these positions. In addition, the manager of the 
Hydaburg & Klawock Cannery enterprises has been asked to outline 
a cannery training program. 

With respect to the vocational training assistance available under 
Public Law 959, 84th Congress, the Bureau of Indian Affairs has 
stated that 25 native families are now in the United States for voca- 
tional training. There is no on-the-job or apprenticeship training 
assistance being given in Alaska at present. However, the Bureau 













1 It is also reported that the Bureau of Indian Affairs has been unable to get union recognition of vocae 
tional training at its Mount Edgecumbe School near Sitka. 
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was advised by the Juneau area office in a letter dated December 11, 
1958: 


There - an immediate possibility of negotiating a contract 
with the Columbia Lumber Co. of Juneau for. on-the-job 
training. This company employs between 80 and 150 men 


in its operations over a season from 9 to 12 months. In the r 
past this company has employed native Alaskans, but have c 
found that most have had little previous training or experi- f 
ence. They believe that a training program is essential to 5 

the successful operation of their business and have expressed 
interest in our help. h 
In addition, the Bureau is endeavoring to interest the major forest- A 
products manufacturers in the United States to encourage develop- M 
ment in Alaska which would provide more and broader employment 4 
opportunity near the Alaska native communities. h 
is 
KAKE-WHIZ AGREEMENT (Recommendation No. 5): ? b 
In view of the Bureau’s present policy of encouraging operation i 
of the native canneries by private, nonnative companies, the cur- V 
rent and as yet only arrangement of this type (between the Kake t] 
Community and the Whiz Fish Products Co., Inc.), which has t] 
been operating for two seasons, should now be carefully studied pe 


and evaluated by the commissioner in terms of the long-range 
advantages and disadvantages for both parties. The results of _ 
this study should be used as a guide in negotiations with any | 
outside private concern for operating any of the native-owned 
canneries. In carrying out this study, the commission er should 
make a careful financial audit of the Whiz Co.’s operations with 
the assistance of a representative of the General Accounting 
Office. This recommendation should not be construed as the 
committee’s approval of the Bureau’s policy of seeking to transfer 
the operations of the native-owned canneries to private concerns. 


Resutts.—The Bureau of Indian Affairs reports the following ad- 
vantages of the Kake-Whiz agreement: 


(a) The operation has resulted in moderate profits over the a 
past three seasons, whereas previously, under independent 
operation, both Kake and Whiz lost money. 
(6) Because of fishing conditions during the past season, E 
all canneries had to increase their advances to their seiners. 
Under the Kake-Whiz agreement, however, the Whiz Co. 
makes the operating advances to the seiners. Thus, the 
Kake council does not have this recurring problem of seiner 
advances to contend with. 
(c) The Bureau believes that the Kake-Whiz arrangement 
leads to increased operating and business experience because 
of the collaboration between native and nonnative workers 
and between the community association council and the 
company. 


2 Because of a printing error, the committee report contained no recommendation designated as “‘No. 4.” 
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(d) Because the current agreement is based on an equal 
division of the salmon pack rather than a division of the 
profits, there are far fewer accounting complications in keep- 
ing reliable control over the Whiz Co.’s accounting to Kake. 


An example of the workability of the arrangement is seen in the 
resolution by arbitration of the Whiz Co.’s recent request for a $1 per 
case increase in canning costs. The Board allowed a 65-cent increase 
for production up to 50,000 cases with a 32-cent increase for over 
50,000 cases. 

Since fish runs apparently are not being restored to their former 
high levels, the Bureau doubts that the Hood Bay Salmon Co. at 
Angoon can be financed further. There seems to be no company 
willing to undertake a combined operation with Hood Bay next year. 
if the cannery operations are suspended, the Angoon community will 
have to have its salmon fleet catch custom canned at Kake. 

The Bureau is of the opinion that a special audit of the Whiz Co. 
is unnecessary because the Kake-Whiz operation is audited annually 
by a well-known accounting firm. The Bureau feels that the Whiz Co. 
would object to such an audit and that because the salmon traps are 
being abolished in Alaska, efforts might be made to upset the Kake- 
Whiz arrangement. However, the Bureau is not able to say whether 
the Kake audit embraces all records which would be made available to 
the Bureau of Indian Affairs under the terms of the Kake-Whiz 
agreement, 


The audit of the Kake-Whiz operation dated September 4, 1958, 


? 


listed the following deficiencies in the Whiz Co.’s activities: 


(a) Late billing to the Keku Canning Co. (Kake). 

(6) Late periodic remittances to Kake. 

(c) Commingling of the packs, making difficult the matter 
of ascertaining title to pack assigned to brokers. 

(d) Sale of the Whiz Co.’s pack at a 50-cent-a-case under 
market price (Kake has not given Whiz consent to sell its 
pack at such a reduction. However, the Kake pack has 
always been sold at the market price so that Kake has not 
suffered financially). 


It would seem desirable that a representative of the General Ac- 
counting Office review the Kake-Whiz audit reports. 


ECONOMIC AID PROGRAM (Recommendation No. 6): 


The Bureau should develop a program for economic aid to the 
native communities in Alaska embracing other types of industrial 
development in addition to salmon canning. Moreover, the 
Bureau should insure that the native communities in Alaska are 
thoroughly acquainted with the recently adopted program 
whereby revolving fund moneys may be lent to their organiza- 
tions to be used to encourage outside industry to operate in 
localities where such activity will promote the economic develop- 
ment of the natives. Care should be taken that this program 
is both broad and farsighted. To this end, the Bureau should 
make a thorough study of the opportunities for industrial de- 
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velopment in Alaska that will provide additional year-round 
employment for the native population. 


Resuttrs.—A departmental working committee was recently ap- 
pointed to deal with the development of rural outlying areas in 
Alaska inhabited largely by natives. Represented on the committee 
are the Bureau of Indian Affairs, the Bureau of Land Management, 
the Fish and Wildlife Service, the Geological Survey, the Division of 
Management Research, the Technical Review Staff, and the Office 
of Territories. 

The committee’s assignment is to (1) review educational oppor- 
tunities, (2) review arts and crafts potential, (3) review economic 
resources and employment opportunities including relocation of 
persons to existing industrial areas, and (4) make recommendations 
for improved Government assistance. 

The working committee is preparing a report which will be issued 
in June 1959. 

The chief problem is always what kind of development to encourage 
in Alaska. The Alaska Rural Development Board, in April 1958, 
issued an economic study of the Bristol Bay region of Alaska, formed 
in the south by the base of the Alaska Peninsula. This study is an 
evaluation of the importance of the red salmon to the economy of the 
region. It also assays other important economic factors and future 
trends. Among the resources other than salmon discussed in this 
study are wildlife resources, forest resources, mineral resources- 
including petroleum, hydroelectric power resources, possible exploita, 
tion of volcanic energy and agricultural resources, including reindeer 
herding. 

In the field of arts and crafts the Alaska Rural Development Board 
has established jade-carving centers at Norvik and Shungnak and a 
center for art-carving of reindeer hoofs at Kivilina. 

During the past season the Hydaburg cannery made a profit canning 
salmon roe. Also, the cannery manager is preparing a report on the 
preparation of canned pet food at the native canneries. 

However, the Bureau of Indian Affairs believes that forest and 
forest byproducts offer the best economic potential for additional 
economic development in southeast Alaska. To apprise the Alaska 
native communities of present opportunities, the Bureau has furnished 
each community council a copy of existing regulations and circulars 
on industrial development opportunities. Furthermore, the Juneau 
area Office has been instructed to send representatives to each council 
to discuss encouragement of outside industry to locate near the 
communities. 

The Bureau has made no general study of opportunities for indus- 
trial development in Alaska. It states that such a study would be 
beyond the capacity of the present staff of the Bureau of Indian 
Affairs. 


COUNCIL PARTICIPATION IN CANNERY MANAGEMENT 
(Recommendation No. 7): 

In order to encourage a greater sense of responsibility in the 

community associations with respect to the operations of the 

native loan program, the Bureau should carefully formulate a pro- 
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gram leading to greater participation by the association councils 
in cannery management. 


Resuttrs.—The Bureau is revising its procedures for financing the 
native-owned canneries. Under one series of revisions the Bureau 
will emphasize the fact that the cannery managers are the employees 
of the native community association councils. Each manager’s em- 
ployment contract will be amended to provide that: 

(a) The manager will furnish his employer-council at the 
close of each fishing season (1) a narrative statement of the 
_ season’s operations, setting forth the outstanding prob- 
ems and incorporating recommendations as to how they may 
be overcome; (2) a complete financial statement; (3) a state- 
ment of the association’s equity in its fishing enterprise— 
with a projection to the next March 31, the end of the 
cannery fiscal year; (4) a statement of i income: (5) a state- 
ment of available cash: and (6) a budget for the next season, 
including estimates of the salmon pack. 

(6) The manager will discuss each item of the proposed 
budget with the council. 

(ec) Upon a resolution of each community council author- 
izing individual boat loan applications, the manager will 
prepare applications for new loans and requests for mod- 
ification of existing loans. 

(d) The manager will insure complete accuracy and under- 
standability of the cannery accounts and boat-loan accounts 
of individual community association members. (Deficiencies 
in this regard were noted in conclusion No. 9 of the com- 
mittee report.) 


The Bureau and the association councils will soon discuss simplifi- 
cation of loan procedures. Provisions regarding cannery operations 
will be transferred from individual loan agreements to a single gen- 
eral operating agreement. Such simplification should enhance the 
councils’ effectiveness in handling loan matters. 


BOAT REPOSSESSION STANDARDS (Recommendation No. 8): 
With respect to handling boat repossessions under the relend- 
ing program, the Bureau should operate under a set of specific 
standards which are not only fair and sympathetic to the objec- 
tives of the program, but clear and definite. The Bureau should 
take the initiative here by organizing a special committee rep- 
resenting the community associations concerned, the cannery 
managers, and the Bureau to formulate and recommend specific 
standards for endorsement by the associations and the Bureau. 
Once established, these standards should be given the widest 
publicity throughout the Territory of Alaska. 


Resu.ts.—No action toward implementing this recommendation 
has been taken. The Bureau believes that adoption of specific stand- 
ards for boat repossession would cause inflexibility and that the 
peculiarities of each individual case of potential repossession should 
be carefully assessed and adjudged by the community council. 
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Moreover, the Bureau objects to having a special committee rep- 
resenting the community associations, the cannery managers, and 
the Bureau, as suggested in the recommendation, because (1) the 
cannery managers are employees of the councils and hence should 
not be given a responsibility outside the employment relationship, 
and (2) neither the communities nor the Bureau has sufficient funds 
to defray transportation and other costs involved in organizing such 
a special committee. 

The Bureau also objects to giving wide publicity to any reposses- 
sion standards should they in fact be established. 

It is believed that notwithstanding the Bureau’s stated objections, 
the committee’s recommendation is still sound and should be fulfilled, 
certainly at least to the point of organizing the aforementioned special 
committee to explore the matter fully in a forum representing not 
merely the Bureau but the community associations and the cannery 
managers. 


[H. Rept. 2551, 85th Cong., 2d sess.] 


SALINE WATER PROGRAM 
(Research and Development) 


Thirty-first Report by the Committee on Government Operations 
(Submitted to the Speaker August 12, 1958) 


The committee conducted a comprehensive inquiry into the Interior 
Department’s administration of its saline water program. In its in- 
quiry, the committee studied all aspects of saline water conversion 
research and development to ascertain the state of present progress 
in this field. The investigation revealed that the program was not 
proceeding with the urgency and dispatch that the Congress intended, 
that the Office of Saline Water is understaffed and insufficiently sup- 
ported, and that both its basic research and its development work at 
the pilot-plant level have been lagging. 


RECOMMENDATIONS 
URGENCY OF PROGRAM (Recommendation No. 1): 


The heads of all Federal agencies concerned with saline water 
conversion should make every effort to communicate to all oper- 
ating personnel a full understanding of the high degree of urgency 
that Congress has assigned to the Government’s saline water 
conversion program, and to have the saline water conversion ac- 
tivities of their agencies conducted on a basis that may properly 
be characterized as bold, dynamic, and imaginative. 


Resutts.—No policy communication emphasizing in general terms 
the urgency of the program and the need for bold, dynamic, and im- 
aginative action has apparently been forthcoming, since the commit- 
tee’s report, from either the Secretary of Defense or the Secretary of 
the Interior. However, the latter made “an informational presenta- 
tion’’ of some aspects of the program at a meeting of the President’s 
Cabinet on August 8, 1958. 
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The staff of the Office of Saline Water has been increased by seven 
employees (four of them clerical). In addition, the Secretary of the 
Interior has appointed a special survey team to review the oper ation 
of OSW and its program and is now considering the survey team’s re- 
port, which was submitted to him on Dece mber 1,1958. (See com- 
ment under recommendation No. 9.) 

The Assistant Secretary of Defense for Research and Engineering 
on August 29, 1958, transmitted copies of the committee’s report to 
the Secretaries of the Army, Navy, and Air Force, and requested them 
“to examine this report giving partic ‘ular attention to ways in which 
your Department might effectively implement rec ommendations Nos. 
1, 7, 10, 11, 12, 15, and 16 on pages 7-10 of the report.”’ Various per- 
sonnel of the Defense establishments engaged in saline water research 
programs are now considering and discussing the committee’s recom- 
mendations. 


INFORMING THE PUBLIC (Recommendation No 2): 


(a) The OSW should keep the public fully and accurately in- 
formed both of accomplishments and of remaining problems in the 
program, avoiding, of course, overstatements which may lead to 
public misconceptions as to when the goal of economically con- 
verted water may be achieved. 

(6) Research project reports of contractors should, except 
where considerations of national defense security clearly ‘demand 

otherwise, be promptly made available to the public. 

(c) The OSW should bring up to date the list of literature 
references in its brochure on desalinization of saline waters and 
issue on a continuing basis current bibliographical material on 
this subject. The Department should also assemble in the 
Interior Department Library a fuller and more accessible collec- 
tion of the literature on saline-water conversion. 


Resvutts.—Since the issuance of the committee’s report, the Office 
of Saline Water has published, or placed in open file, all final reports 
previously submitted by OSW contractors. OSW now expedites pub- 
lication of all final reports as they are submitted. Several press 
releases have been issued concerning those reports and the new, 
large-scale pilot plant program recently authorized by the joint 
resolution of September 2, 1958 (72 Stat. 1706; Public Law 85-883). 
Under this resolution at least five ‘experimental demonstration” 
plants will be constructed to provide engineering , operating, and eco- 
nomic data concerning at least five differ ‘ent conversion eae iar 
In addition, two consultants of OSW have v isited or are scheduled to 
visit eight or nine universities; two OSW employees have participated 
and delivered papers in meetings of professional groups concerning the 
saline water program, including the UNESC ‘O-sponsored International 
Symposium at Teheran and a conference of the American Chemical 
Society. Several articles recently published on saline water conver- 
sion were prepared with the aid of OSW staff. 

The Director of the Office of Saline Water has stated that staff 
members are encouraged to prepare papers and articles concerning the 
saline water program not only on their own time, but, other work 
permitting, during regular working hours. How ever, there seems to 
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have been a paucity of such writings actually published. It should be 
noted that part 470 (issued October 17, 1957) of the Interior Depart- 
ment’s Departmental Manual recognizes its “continuing responsibility 
to keep the public informed” through its official information policy 
(pt. 470.1A). The manual also announces the Department’s policy 


to encourage informed nonofficial expression by officers and 
employees on matters within their competence, through 
published writings, lectures, graphic presentation and other 
means * * * [to] achieve better public understanding of 
Interior’s programs and increase the spread of knowledge 
concerning the results of its scientific, technical, and admin- 
istrative activities (pt. 478.3A). 


It is hoped that under this policy, with affirmative encouragement, 
the staff of OSW will increasingly participate in writing, presenting, 
and publishing additional papers and articles not only in professional 
journals but in popular mediums. The keen desire not only of 
scientific and technical people but of laymen generally to learn more 
of this subject is well known. 

OSW has not yet updated its lists of literature references but plans 
to let a contract in fiscal year 1960 for such purpose. Plans for 
increasing the Interior Department’s library collection of saline water 
conversion literature are now being discussed with the librarian. 


MORE EMPHASIS ON BASIC RESEARCH (Recommendation 
No. 8): 

To enhance the probabilities of a scientific breakthrough in 
saline water conversion, the OSW should develop and present 
to Congress programs calling for substantially increased em- 
phasis and expenditures on basic research. OSW should aggres- 
sively seek and encourage new ideas and, in this connection, 
should give maximum consideration to comprehensive searches 
of scientific literature for the purpose of finding new ideas. 


Resuutts.—The Office of Saline Water is recommending that in the 
proposed budget for fiscal year 1960, now being prepared, the money 
for basic research be doubled over that of the preceding fiscal year. 
The amount of such appropriations will, of course, depend on con- 
gressional approval. Representatives of OSW have stated that, 
within the limits of budget and staff, every effort is made by OSW to 
encourage new ideas, including literature searches on every new 
project. 


PILOT PLANTS AND SEASHORE LABORATORY (Recommen- 


dation No. 4): 


The pilot-plant phase of the saline-water program should not be 
allowed to lag. The Secretary of the Interior should promptly 
seek additional funds to permit such work on all the processes 
which are ready for active pilot-plant research and to acquire a 
Federal seashore laboratory. In addition, at least three or four of 
the more developed processes should be promptly subjected to 
testing in large-scale pilot plants with a capacity from 250,000 to 
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1,500,000 gallons per day of converted water. Such large-scale 
testing is essential in achieving the transition from laboratory 
work to the full-scale production plant and will also stimulate 
further research and development by industry. The Saline Water 
Act should be amended to enable the prompt prosecution of this 
important and urgent work. The OSW should do more to interest 
private industry in cooperating in and sharing the costs of the 
pilot-plant research and testing program. 


Resutts.—OSW is striving to expand the pilot-plant phase of its 
work. Anew contract with the Carrier Corp. has been let to construct 
a pilot plant designed to produce 15,000 gallons of fresh water per day 
by a direct-freeze process. ‘Two contractors are now installing solar 
stills for testing. An electrodialysis unit manufactured by TNO in 
the Netherlands has been purchased and is now being tested at the 
Bureau of Reclamation laboratory in Denver, Colo. One contractor 
is preparing an engineering design study for a nuclear-powered con- 
version plant. In ‘addition, OSW is initiating plans for construction 
of at least five large-scale ‘‘experimental demonstration” plants to 
test five desalinization processes as authorized under the joint resolu- 
tion of September 2, 1958 (72 Stat. 1706; Public Law 85-883), and 
plans to seek appropriations during the 86th Congress as authorized 
in that joint resolution. This resolution authorized large-scale testing 
of at least five different processes at five different locations, using sea 
water at three plants, of which two plants would each have a capacity 
of at least 1 million gallons per day, and using brackish water at two 
plants, of which at least one would have a capacity of at least 250,000 
gallons per day. In effect, the joint resolution amended the Saline 
Water Act to stimulate the transition from laboratory work to the 
full-scale production plant, as recommended by the committee. Staff 
members of OSW have emphasized that they intend, in making new 
contracts with private industry for pilot-plant research and testing, 
to utilize the lowest possible estimates and to induce contractors to 
absorb some of the costs. 

It is regrettable that the advance report of the Interior Department’s 
survey team recommended against the acquisition of a Federal sea- 
shore testing laboratory.’ We believe that the committee recommen- 
dation for such acquisition was sound; that such a seashore testing 
laboratory under the supervision and control of the OSW should be 
acquired; and that the saline water program should be expanded in 
connection with its use. The Director of OSW reports that the 
Corps of Engineers has suggested a jointly operated seashore testing 
laboratory. 


PRIVATE INDUSTRY (Recommendation No. 5): 


Because the design and manufacture of desalination equipment 
seem likely to become highly competitive, the OSW should exert 
every effort to utilize this potential interest by encouraging re- 
search and development through private industry. The com- 
mittee specifically urges increased efforts to obtain cooperative 
research-and- development projects with private industry under 
agreements providing for sharing the costs of the work, and 


1 The survey team’s report is discussed under “Recommendation No. 9.” 
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making fully available to the public all the information developed 
in such projects. 


Resuutts.—OSW is expanding its contacts with numerous com- 
panies interested in various cent of the program, including research, 
design, engineering, chemicals, manufacturing of components, and 
plant construction. Most of the companies, however, appear to be 
more interested in the developmental aspects than basic research 
aspects. The Director of OSW has indicated that he plans to study 
the cooperative research program of other research agencies (e.g., 
the Bureau of Mines) as a possible guide for expanding the cooperative 
research and development work of OSW. 

The OSW’s contacts not only with industry but with all interested 
groups will be strengthened and expanded by a saline water symposium 
to be scheduled in the fall of 1960. In addition, the OSW has tenta- 
tive plans for limited, informal symposiums (e.g., on electrodialysis) 
to,be held on a regular basis. 


UNIVERSITIES AND INSTITUTIONS (Recommendation No. 6): 

The OSW should do more to stimulate increased interest by 

universities and other scientific institutions concerning the prob- 

lems of saline-water conversion, the need for solving them, and 

the growing importance of this area of science and technology. 

For example, outlines of limited-scope research projects suitable 

for graduate thesis work might be sent to educational institutions 

where appropriate, and partial assistance given in the form of 

research grants or through cooperative agreements to schools 
undertaking such projects. 


Resutts.—Two consultants of OSW have contacted or plan to 
contact eight or nine universities concerning the saline water program, 
and several new research proposals have resulted from conferences 
with university personnel. Of course, close coordination and liaison 
must be constantly maintained between such consultants and the 
OSW staff to guide new planning and prevent duplication. The 
Director of OSW has stated that plans are being formulated with 
universities for initiating cooperative agreements and limited graduate 
research projects. It is hoped that this effort will be expanded with 
additional universities and research institutions. 


USE OF FEDERAL LABORATORIES (Recommendation No. 7): 


In conformity with the express intention of Congress that the 
best use be made of Federal scientific laboratories in research 
relating to saline-water conversion, the OSW should seek to 
establish regular liaison with officials in charge of each such scien- 
tific laboratory with the object of selecting worthwhile research 
projects to be performed in these Federal laboratories within the 
limit of funds available for such expenditures. 


Resutts.—Although the Saline Water Act allows up to 25 percent 
of the program’s total authorization to be spent in Federal labora- 
tories, only 7 percent of the funds have been utilized in connection 
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with work in Federal laboratories. Since the issuance of the com- 
mittee’s report, OSW has obtained assistance from the Bureau of 
Reclamation Laboratory in Denver, Colo., for testing of the TNO 
and Ionics, Inc., electrodialysis units and the Glover rotary still. 
However, OSW has not expanded its efforts with other Federal 
laboratories. This should be done by OSW in line with the commit- 
tee’s recommendation. 

The Department of the Army, which is planning to establish a 
saline water laboratory on the east coast, and the Department of the 
Navy, which has a research laboratory at Port Hueneme, Calif., would 
be willing to make such laboratories available for OSW use. OSW 
should fully explore whether these and other Federal laboratories 
would be useful for advancing the saline water conversion program. 


NEED FOR MORE PERSONNEL (Recommendation No. 8): 


The staff of OSW should be increased, and the Secretary should 
give that Office every assistance in recruiting additional qualified 
personnel. Such additional personnel should enable OSW to— 

(a) Study more completely the evaluation reports on 
research proposals which are made to OSW by its consult- 
ants, many of whom are themselves present or prospective 
research contractors; 

(b) Engage in more inspection of research projects, and 
visits to scientific establishments; 

(c) Increase its program of encouraging and assisting in 
the development of ideas and research projects in saline 
water conversion; and 

(d) Increase its coordination of saline water research and 
development activities both in the United States and abroad. 


Resutts.—Two professional engineers, one administrative officer, 
and four clerical assistants have been added to the OSW staff. This 
addition of personnel has enabled some improvement in the evalua- 
tion of research reports. However, most of the additional man-hours 
have been utilized for the expanding work on pilot plant construction 
which is developing pursuant to the joint resolution of September 2, 
1958 (discussed above under recommendation No. 4). There has been 
no increase in amount of time and effort devoted by the OSW staff to 
the inspection of research projects, the visiting of scientific establish- 
ments, the development of new ideas and research projects, and the 
coordination of research and development activities. As larger appro- 
priations are provided and more staff obtained, it is expected that 
these objectives can be more closely approached. 


DEPARTMENTAL STUDY OF OSW (Recommendation No. 9): 


The Secretary of the Interior, with the aid of consultants 
expert in the initiation, direction, methods, and supervision of 
scientific-research programs, should study the organization, pro- 
cedures, and operations of the Office of Saline W ater, giving 
particular attention to— 
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(a) Enlarging and improving the basic research and the 
pilot plant research phases of the OSW program; 

(b) The technical and financial aspects of promoting a 
comprehensive search, by a competent research organization 
or organizations, of the literature of the natural sciences to 
make possible fuller correlation, interpretation, and applica- 
tion of recorded scientific knowledge and to provide new 
ideas and viewpoints, and broader vision for the advance- 
ment of the saline water conversion program; 

(c) The need for appointing a general administrative or 
executive officer in the OSW to deal with administrative 
details and enable the Director to concentrate on the major 
policy problems of the OSW conversion program; 

(dq) Increase in the professional staff of OSW and sharper 
delineation of function and more delegation of authority in 
its several branches; 

(e) The effectiveness of the existing intradepartmental 
committee on saline water conversion; 

(f) Elimination of all unnecessary delays in approving 
project proposals; and 

(g) The extent to which the OSW endeavors to determine 
that a proposed research project will not duplicate work 
already done elsewhere. 

The Secretary is requested to report the results of that study 
to the committee not later than November 1, 1958. 


Resutts.—The survey team appointed by the Secretary in Sep- 


tember 1958, pursuant to this recommendation presented its report 
to the Secretary of the Interior on December 1, 1958. He is now 
considering it. A copy of the advance report was transmitted to 
Subcommittee Chairman Jones on December 8, 1958. The committee 
anticipates that when the Secretary completes his consideration of the 
survey team’s report, he will report to the committee the results of 
his consideration, including enumeration of which recommendations 
he adopts, and, if he approves any matters which deviate from the 
committee’s recommendations, the reasons therefor. 

An administrative officer has already been appointed, and some 
other staff personnel added, as suggested in subsections (c) and (d) 
of the committee’s recommendation above. In addition, OSW has 
recently begun increased use of telephone and telegraph communica- 
tion to minimize delays in the negotiation and approval of project 
proposals, as suggested in subsection (f) above. 


SALINE WATER ADVISORY BOARD (Recommendation No. 10): 


The Saline Water Advisory Board, which is now composed of 
industrial, scientific, and educational leaders, should be aug- 
mented by a representative from each Federal agency having a 
direct interest in saline water conversion. The Secretary should 
consult fully with this Board on major policy matters involving 
the program, including its financial requirements. The Board 
should be convened freque ntly, in line with the Board’s own 
recommendation in 1954. At least two meetings a year would 
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be advisable, and Board members should strive to attend the 
meetings 1n person. 


Resvuuts.—The Saline Water Advisory Board has not, as yet, been 
augmented with representatives of other Federal agencies as recom- 
mended by the committee. The Director of the Office of Civil and 
Defense Mobilization, in a letter dated September 11, 1958, expressed 
much interest in the program and indicated willingness ‘‘to nominate a 
representative to serve on the Board upon receipt of an invitation 
from the Secretary of the Interior.”” Other agencies, including the 
Department of Defense, would also be willing to participate in the 
Board’s efforts. It is hoped that the Board will be expanded as recom- 
mended above, and function on a broad policy level without undue 
preoccupation with narrow technological details. 

Although no Board meetings have been held since the committee’s 
hearings, nor is any meeting now scheduled, it has been noted that 
individual Board members have taken a noticeably increased interest 
in the saline water program and are participating more extensively 
in it. 


NEED FOR MORE COOPERATION (Recommendation No. 11): 

Greater efforts should be made to achieve the full degree of 
cooperation and coordination required by the saline water legisla- 
tion between the Department of the Interior, the De »partment of 
Defense, and the Atomic Energy Commission, including the joint 
conduct of research projects, as intended by Congress. The 
committee believes that the execution of cooperative agreements 
between the agencies, outlining the methods of such cooperative 
and joint efforts, will aid in furthering such efforts. The OSW 
should continue to strive for the maximum liaison and coopera- 
tion with (a) other Federal agencies, (b) State and local agencies, 
(c) private persons and groups, and (d) foreign public and private 
agencies, and international agencies. The Secretary of the 
Interior should consider calling a conference on saline water 
conversion, to which he would also invite the Governors of the 
States, Territories, and island possessions, and interested officials 
of city and county governments, to discuss and develop greater 
cooperation in the saline water research and de .velopment 
program. 


Resu.ts.—OSW is now negotiating a cooperative agreement with 
the Atomic Energy Commission. Agreements with other Federal 
agencies have not yet been negotiated. However, OSW maintains 
cooperative liaison with other Federal agencies (e.g g., biannual dis- 
cussions are held with the Department of Defense) ‘OSW is coop- 
erating with AEC on the technical aspects of one project now under 
contract with the Fluor Corp., involving desalinization with the use 
of atomic energy, and is cooperating with the Office of Territories in 
planning and preparing for the construction of a salt water distillation 
plant in St. Thomas, V.L., as authorized by the act of September 2, 
1958 (72 Stat. 1759; Public Law 85-91: 3). 

OSW has invited the Department of Defense to participate in 
joint research on scale problems, but the Department of Defense has 
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taken the position that its present budgetary procedures are not 
sufficiently flexible to enable it to join with OSW on such joint research. 
The Bureau of Yards and Docks in its letter of July 10, 1958, to OSW 
presented a number of criteria which could form the basis for a coop- 
erative agreement looking toward joint research in the future. The 
Department of Defense is continuing to consider other possibilities 
for joint research proposals. 

The first cooperative agreement between the Interior Department 
and a State agency was the agreement entered into with the California 
State Department of Water Resources on April 18, 1958, which was 
negotiated while the committee hearings were being held. On Janu- 
ary 8, 1959, the Secretary of the Interior announced the signing of 
a cooperative agreement with the State of New Mexico for mutual 
assistance and exchange of information on development of improved 
saline water conversion processes and their actual or potential appli- 
cation. Additional cooperative agreements are being negotiated with 
the States of Florida, North Dakota, South Dakota, Texas, and other 
States. 


PATENT PROVISIONS IN CONTRACTS (Recommendation No. 
12): 

The excellent patent provisions used in the research contracts 
of the Office of Saline Water, which are in line with the intention 
of Congress that the results of the research “shall be available at 
all times for general public use,’”’ should be adopted by the other 
Federal agencies participating in similar research and develop- 


ment contracts. Under those provisions, the inventions resulting 
from the federally supported project would be assigned to the 
United States, or, if patent rights are retained by the contractor, 
the use of the inventions would be available (1) to the United 
States under a royalty-free, nonexclusive license, and (2) to all 
qualified applicants under a nonexclusive license upon payment 
of reasonable royalty. 


Resuttrs.—OSW will continue using the patent provisions which 
the committee has approved. 

The Interagency Task Force for Review of Government Procure- 
ment Policies and Procedures is now studying the Government’s 
present policy with respect to patent provisions in research and 
development contracts, in the light of the committee’s recom- 
mendations. 


REPEAL OF STATUTORY RESTRICTIONS (Recommendation No. 
13): 

In line with the committee’s belief that the OSW program is 
being hampered by the restrictions on departmental expenses in 
directing the program and coordinating information, and in using 
Federal laboratories, the committee recommends that the second 
and third sentences of section 8 of the Saline Water Act, 
amended, be repealed. 


Resvu.tts.—This recommendation has been partly effectuated by the 
enactment of the joint resolution of September 2, 1958 (72 Stat. 1706; 
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Public Law 85-883), authorizing the construction of at least five large- 
scale pilot experimental demonstration plants. Nevertheless, the 
committee’s recommendation that the restrictions on departmental 
expenses and use of Federal laboratories be removed is believed still 
sound, and it is hoped that the restrictions in the second and third 
sentences of section 8 of the Saline Water Act will be repealed. These 
recommendations should be, but have not yet become, a part of the 
Department’s current legislative program. 


OTHER STATUTORY AMENDMENTS (Recommendation No. 14): 


Section 6 of the Saline Water Act, which provides that the 
annual reports of the Secretary “shall include suitable recom- 
mendations for further legislation,” clearly shows that Congress 
recognized the need for modifying the legislative framework of 
the saline water conversion program as it proceeded toward its 
objective. The Secretary of the Interior should, at least an- 
nually, review the program with the objective of recommending 
to Congress such changes in the existing saline-water legislation 
as will expedite the attainment of its basic objectives. 


Resutts.—The Secretary of the Interior has not yet recommended 
to Congress any changes in the existing saline water legislation to 
expedite the attainment of its objectives. Nor has the OSW either 
in its drafts of the Secretary’s annual report to the Congress or in 
other documents offered the Secretary any recégymendations for 
changing the existing law. Yet at no time has either the Secretary 
or the OSW staff indicated or announeed any hope of attaining the 
objectives of the OSW program within its present 14 years’ statutory 
term and under its existing legislative authorization. 


ACCOMPLISHMENTS OF SOVIET UNION (Recommendation 
No. 18): 

The Secretary of Defense, with the assistance of the Secretary 
of State, the Secretary of the Interior, and the Director of the 
Central Intelligence Agency, should make a thorough study of all 
available information as to what the Soviet Union is ace omplish- 
ing in saline water conversion research and development, includ- 
ing Soviet efforts to exploit these accomplishments in foreign 
countries. 


Resutts.—In October 1958, the Director of the Office of Saline 
Water participated in the International Saline Water Symposium at 
Teheran. His trip was financed by UNESCO funds, supplemented 
by his own funds, without any cost to the Federal Government besides 
his regular s salary. Papers and other information supplied to him by 
the Russian representatives at this symposium have been transmitted 
to the Department of Defense, the Department of State, and the 
Central Intelligence Agency. The latter agencies are continuing to 
seek additional information. Howev er, a specific coordinated pl: un 
for a study of Soviet accomplishments has : apparently not been made. 
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INTERNATIONAL COORDINATION (Recommendation No. 16): 


The Departments of Interior, Defense, and State (including 
the International Cooperation Administration) should establish 
by cooperative agreement an interdepartmental committee to 
coordinate all saline water conversion activities of an inter- 
national character, including, among others: 

(a) Collection and dissemination of information regarding 
(i) research and development work abroad, including the Soviet 
Union and its satellite countries; (ii) construction and operation 
of saline water conversion equipment abroad; (iii) foreign localities 
where there is‘a demand for saline water conversion equipment. 

(b) Liaison and cooperation with international organizations 
and public and private agencies in foreign countries, including 
participation of the Government in research and development. 

(c) Encouragement of foreign cooperation and assistance in 
public and private U.S. research, including exchange visits, sym- 
posiums, etc. 

(d) Inspection of foreign research by Federal personnel. 


Resutts.—No cooperative agreement concerning saline water mat- 
ters has been effected between the Departments of Interior, Defense, 
and State as recommended by the committee. However, substantial 
liaison is taking place between the working staffs. In addition, the 
International Cooperation Administration is seeking to encourage 
foreign research in saline water under terms which would make the 
results available to the United States. The Office of Saline Water 
is aware of the importance of foreign work on saline water. As men- 
tioned above, the Director of OSW participated in an international 
saline water symposium at Teheran; and tests are now being con- 
ducted for OSW at the Bureau of Reclamation laboratory in Denver 
on the electrodialysis unit developed by TNO of the Netherlands. 
Also, OSW has assisted UNESCO in compiling a directory of labo- 
ratories working in the field of saline water conversion. 


CONTRACTORS’ RECORDS (Recommendation No. 17): 


Research contracts of the OSW should include the provision 
customary in negotiated Government contracts requiring that the 
contractor’s records be available to the Comptroller General of the 
United States for a period of 3 years after final payment. 


Resutts.—This recommendation has been fulfilled. On August 26, 
1958, the Assistant Secretary of the Interior for Water and Power 
issued a directive to the Director of the Office of Saline Water which, 
referring to this recommendation, stated as follows 


The following clause should be included in all research 
contracts exceeding $2,500: 

“Examination of records—(a) The contractor agrees 
that the Comptroller General of the United States or any 
of his duly authorized representatives shall, until the expira- 
tion of 3 years after final payment under this contract, 
have access to and the right to examine any directly pertinent 
books, documents, papers, and records of the contractor 
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involving transactions related to this contract. (b) The 
contractor further agrees to include in all his subcontracts 
hereunder a provision to the effect that the subcontractor 
agrees that the Comptroller General of the United States or 
any of his duly authorized representatives shall, until the 
expiration of 3 years after final payment under this contract 
with the Government, have access to and the right to ex- 
amine any directly pertinent books, documents, papers, and 
records of such subcontractor involving transactions related 
to the subcontract. The term ‘subcontract’ as used in this 
clause excludes (i) purchase orders not exceeding $2,500 
and (ii) subcontracts or purchase orders for public utility 
services at rates established for uniform applicability to the 
general public.” 

The Socss need not be included (1) in research contracts 
which do not exceed $2,500, and (2) in evaluation con- 
tracts.” 


The Comptroller General, in a letter to Subcommittee Chairman 
Jones, dated November 12, 1958 (B-100489), stated that adherence 
to instructions in the foregoing directive would satisfy “the needs of 
this Office from an audit standpoint.” 


ECONOMIC SURVEY (Recommendation No. 18): 

The Secretary of the Interior, with the assistance of the 
Secretary of Commerce, should make a survey of the market 
needs for saline water conversion equipment, ‘the saline water 
resources of such areas of need, and, in order to provide some 
basis for comparison with converted water costs, an analysis 
of the true costs of undistributed municipal water in a number 
of communities facing water shortages. Results of this survey 
and analysis should be given the widest publicity. 


Resutts.—No work has yet been initiated on this recommendation. 
However, the survey team appointed by the Secretary of the Interior 
has recommended that OSW should assemble available statistics on 
the cost and price of water provided by existing water systems and 
should survey available studies of estimated costs of incremental 
water supplies for selected cities, as “an initial step in planning a 
possible eae range market survey for water.’’ The committee’s 
recommendation is still deemed sound, and surveys of the other 
matters mentioned therein should also be made. 


2 The exemption of ‘‘contracts which do not excee 7 $2,500’’ was apparently mat de in light of the fact that 
Congress, in the act of Aug. 28, 1958 (72 Stat. 966; Pub lic Law 85-800, secs. , and 8a) amended sec 
302(c) (3) of the Federal Property and Adminis — ve Services Act (41 U.S.C. 25 2): sec 3709, Rev. Stat. (41 
U.S.C. sec. 5); and sec. 2304 (a) (3) of title 10, U. ., to permit award, without advertising, of contr: acts not 
exceeding $2,500. 








Vill. WORK OF SPECIAL DONABLE PROPERTY 
SUBCOMMITTEE 


This subcommittee prepared no formal investigative reports such 
as were prepared by the other subcommittees. However, it effec- 
tively monitors the Government’s donable property program which 
is administered by the Department of Health, Education, and Wel- 
fare, General Services Administration, and Department of Defense. 
Under this program, much surplus property, which is worth millions 
of dollars but would realize only a few cents on the dollar if sold at 
public sale, is transferred to educational, health, and civil defense 
programs of State and Territorial agencies. The program was recently 
extended to make foreign excess property available to meritorious 
organizations abroad. The subcommittee’s efforts have contributed 
greatly to the growth and efficiency of the program. 


149 








IX. RECOMMENDATIONS AND RESULTS OF COMMITTEE 
REPORTS BASED ON THE STUDIES OF THE SPECIAL 
GOVERNMENT INFORMATION SUBCOMMITTEE 


[H. Rept. 157, 85th Cong., Ist sess.] 


AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 
(Progress of Study, July-December 1956) 


Second Report by the Committee on Government Operations 
(Submitted to the Speaker on February 22, 1957) 


This was a progress study and contained no recommendations. 
However, the committee’s report detailed 16 specific instances of 
restrictions on Federal information. The committee reported that the 
executive agencies removed restrictions in six instances; improved 
information practices in eight instances; and continued restrictions in 
two instances. 

As part of its conclusion, the committee stated: 


A continuing study of the availability of information can 


result in administrative actions further reducing unnecessary 
secrecy and it can develop recommendations for congressional 
action spelling out the people’s right to know. 


In the two instances where information restrictions were being 
continued, the committee’s Special Subcommittee on Government 
Information contacted other committees of the House to implement 
the committee’s views, and the following results were achieved: 


RECOMMENDATIONS 
ABOLITION OF OFFICE OF STRATEGIC INFORMATION: 


1. The Office of Strategic Information has continued to operate, 
even though no apparent justification was found for the agency 
from the viewpoint of efficiency and economy of the Government. 
Instead of carefully considering the removal of a bureaucratic 
barrier to information, the Commerce Department assigned the 
review of this important problem to an official about to leave on 
an extended foreign tour. 


Resutts.—On April 4, 1957, the House Appropriations Committee 
approved H.R. 6700, 85th Congress, eliminating all funds for the 
agency. The House, on April 9, approved the Appropriations Com- 
mittee action and the agency was abolished as of June 30, 1957 (act of 
June 13, 1957 (Public Law 85-52)). 
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DISCLOSURE OF APPLICATIONS FOR TAX EXEMPTION: 

2. The Treasury Department continues its refusal to make 

public applications for tax exemption from organizations which 

claim nonprofit, nonpolitical status. The Department has neither 

taken administrative action which could free the information nor 

has it followed through on a promise to sponsor a legislative 
proposal for the same purpose. 


Resvutts.—There was included a provision (sec. 75) in the Technical 
Amendments Act of September 2, 1958 (72 Stat. 1606, 1660; Public 
Law 85-866), amending section 6104 of the Internal Revenue Code of 
1954 (26 U.S.C., sec. 6104) to require that all applications for tax 
exemption by nonprofit, nonpolitical organizations, shall be open to 
public inspection. The applications were made publicly available 
by the Internal Revenue Service in November 1958. 


[H. Rept. 1619, 85th Cong., 2d sess.] 


AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 


(Scientific Information and National Defense) 


Twenty-third Report by the Committee on Government Operations 
(Submitted to the Speaker on April 18, 1958) 


This report concluded that unnecessary restrictions on technological 
information has put American science in a straitjacket of excessive 
secrecy. Following the committee report and other contacts by its 
Special Subcommittee on Government Information, steps were taken 
to increase the flow of scientific information. On December 5, 1958, 
the President approved a program of the National Science Foundation 
for better dissemination of scientific data and authorized the Founda- 
tion to set up an information service to coordinate Government and 
private efforts in the field. A major goal will be expansion of the 
translation of Russian scientific publications. Translations of other 
documents, particularly Japanese, also will be expanded in an effort to 
make foreign data more readily available in this country. The 
President asked all Federal agencies to cooperate in the program. 

The committee’s report discussed the problem of international 
exchange of scientific information and concluded that ‘excessive 
restrictions on the free exchange of scientific ideas defeat national 
security.”” The committee considered the former practice of having 
top scientists attached at major U.S. embassies, a program first estab- 
lished in President Truman’s administration but abandoned in 1955 
after a lackadaisical tryout, and reaffirmed the need to reestablish 
scientific attachés at our major embassies, as previously recommended 
by the committee in its House Report No. 2947, 84th Congress, 2d 
session, which stated: 


The science attaché program should be reactivated. Expe- 
rienced scientists should be attached to every major U.S. 
embassy around the world to report on foreign scientific de- 
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velopments and to facilitate exchange of scientific informa- 
tion. Except where matters of military security are in- 
volved, the reports of these attachés should be given the 
widest dissemination so that American scientists can be kept 
abreast of world developments in their field. 


The State Department appointed Dr. Wallace R. Brode in January 
1958 to serve as Scientific Adviser and to reactivate the program. 
Dr. Brode, after a time-consuming search for men with the proper 
qualifications, has rounded up seven outstanding scientists to serve in 
our embassies in London, Paris, Rome, Bonn, Stockholm, and Tokyo. 
In addition, he has taken steps to recruit similar experts for assignment 
to India, the Soviet Union, and two or three countries in Latin America. 
Their chief responsibility will be to promote a mutually advantageous 
exchange of information and to engage in other activities designed to 
strengthen American foreign policy by keeping our diplomacy abreast 
of new developments in this intensely scientific age. 

In addition to the above developments, the committee made the 
following specific recommendations: 


RECOMMENDATIONS 


UNIFORM SECURITY CLEARANCE (Recommendation No. 1) 

A system of uniform security clearance, applying to. scientists 
working for all agencies and all defense contractors, should be 
established to increase the efficiency and economy of the security 
clearance procedure. 


Resu.tts.—Neither the Defense Department, the Atomic Energy 
Commission, the White House, nor any other executive agency has 
taken sufficient action to establish the nec essary system of uniform 
security clearance. A number of “studies” have been made by execu- 
tive officials, but it appears that an intensive investigation—including 
further public hearings—will be necessary before the executive agencies 
are convinced of the urgency of a free flow of scientific information. 


ABOLITION OF NEED-TO-KNOW CRITERION (Recommenda- 
tion No. 2): 

The ‘‘need-to-know” criterion should be abolished so that 
American scientists who have passed a rigid security clearance 
may have ready access to the technological information necessary 
to help the Nation regain scientific supremacy. 


Resutts.—Not only has there been no move to abolish the ‘‘need- 
to-know”’ criterion, but the committee has found that it is being 
applied to purely administrative, nonmilitary information. An inten- 
sive committee study of the history and current use of the “need-to- 


know” criterion is necessary before specific recommendations leading 


toward its abolition can be developed. 
38079—59 11 
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BASIC LAWS OF NATURE (Recommendation No. 3): 
There should be no attempts to hide discoveries of the basic 
laws of nature made in the past, present, or future. 


Resutts.—A number of scientists, security officers, and intelligence 
experts have informally reported to the committee that there is less 
effort to ‘‘classify the basic laws of nature,” but the attitude of exces- 
sive secrecy can be expected to reappear unless there is continuing 
congressional scrutiny. 


{H. Rept. 1884, 85th Cong., 2d sess.] 


AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 
(Department of Defense) 


Twenty-seventh report by the Committee on Government Operations 
(Submitted to the Speaker on June 16, 1957) 


This report resulted from the committee’s continuing study of 
the information practices and policies of the Department of Defense. 
It covered all information restrictions imposed by the Department 
exclusive of restrictions on scientific information covered in House 
Report 1619. 

The report covered 14 areas of restrictive action by the Defense 
Department, each broken down into numerous categories of specific 
restrictions on information. 


RECOMMENDATIONS 
CLASSIFICATION APPEALS (Recommendation No. 1): 


The President should make effective the classification appeals 
procedure under section 16 of Executive Order 10501 and provide 
for a realistic, independent appraisal of complaints against 
overclassification and unjustified withholding of information. 


Resu.tts.—No action has been taken to establish an effective ap- 
peals procedure under Executive Order 10501. The committee, mean- 
while, has received continuing complaints—many from Defense 
Department security experts—against overclassification and unjusti- 
fied withholding of information through misuse of security classifica- 
tions. Steps have been taken to contact the White House and urge 
consideration of a proposed appeals procedure. 


AUTOMATIC REVIEW OF CLASSIFICATIONS (Recommenda- 
tion No. 2): 
The President should make mandatory the marking of each 
classified document with the future date or event after which it 
will be reviewed or automatically downgraded or declassified. 


Resutts.—A Defense Department study has been initiated con- 
cerning methods to implement this recommendation. The apparent 
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objective of the study is to prevent overclassification at the time that 
a document is security restricted, but developments must be watched 
closely to make sure an effective plan is adopted. 


DECLASSIFICATION OF OLD DOCUMENTS (Recommendation 
No. 3): : 
The Secretary of Defense should set a reasonable date for the 
declassification of the huge backlog of classified information, 
with a minimum of exceptions. 


Resu.tts.—On September 27, 1958, the Department of Defense 
issued DOD Directive 5200.9, providing for the declassification of 
nearly all Defense Department documents originated prior to January 
1946. The exe ee to the historical documents declassified by the 
order included documents such as war plans, counterintelligence 
reports, and comparable military information. On the basis of 
figures announced by the Defense Department, its declassification 
action has resulted in a saving of $390,000 a year in storage costs alone. 


DISCIPLINARY ACTION FOR OVERCLASSIFICATION 


Recommendation No. 4): 
4 


The Secretary of Defense should direct that disciplinary action 
be taken in cases of overclassification. 


Resu.tts.—The study referred to in the explanation following 
recommendation No. 2 above is expected to include the need for 
disciplinary action in cases of overclassification. 


CENSORSHIP FOR POLICY REASONS (Recommendation No. 5): 

The Secretary of Defense should completely divorce from the 

Office of Security Review the function of censorship for policy 

reasons and should require that all changes made or suggested 

in speeches, articles and other infor mational material be in wr iting 

and state clearly whether the changes are for security or policy 
reasons. 


Resutts.—No action has been taken to separate security restric- 
tions from policy restrictions. In fact, security review agencies orig- 
inally operated by the three military services have been consolidated 
into a single security-policy review agency, controlled by Defense 
Department administrative officials. The committee has been in- 
formed that all military public information functions are being taken 
over by politically appointed Defense Department administrative 
officials. A careful, continuing study should be made of this matter. 
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OPEN DISCUSSION (Recommendation No. 6): 
The Secretary of Defense should establish more adequate pro- 
cedures for airing differences of opinion among responsible leaders 
of the military services before a final policy decision is made. 


Resutts.—No procedures have been set up by the Defense Depart- 
ment to enable the Nation’s military leaders to explain their differences 
on policy matters. 


NO PENALTIES FOR OPEN DISCUSSION (Recommendation 
No. 7): 

The Congress should reaffirm and strengthen provisions in the 
National Security Act giving positive assurance to the Secretaries 
and the military leaders of the services that they will not be 
penalized in any way if, on their own initiative, they inform the 
Congress of differences of opinion after a policy decision has been 
made. 


Resutts.—The Defense Reorganization Act of August 6, 1958 
(72 Stat. 514, Public Law 85-599) included, despite President Eisen- 
hower’s strong obiection, a “safety valve’ provision which assures 
military and civilian leaders of the military departments the right to 
present their views to the Congress without penalty. Unless recom- 
mendation No. 6, above, is followed, the ‘‘safety valve” provision will 
not be fully effective in making available more information to the 
Congress or the public. 

In addition to the above specific recommendations, one of the com- 
mittee’s major conclusions stated: 


The handling of missile and satellite information is an out- 
standing example of ‘‘management of the news.” Security 
has been perverted as a tool for the manipulation of informa- 
tion. Nonsecurity information has been withheld solely on 
grounds that it could be embarrassing. The Department of 
Defense has attempted to govern and control the reporting 
of news in a nonsecurity area in order to produce a desired 
propaganda effect. This is a dangerous precedent which 
must not be allowed to continue unchallenged by the public, 
the press, and the Congress. 


The Defense Department has intensified its efforts to ‘manage the 
news” to achieve political propaganda purposes. As additional mis- 
sile and satellite shots have been attempted, there have been indica- 
tions of perversion of the military security system to cover embarrass- 
ment, inefficiency, and possible mismanagement. The full extent of 
the situation can be exposed only through continued congressional 
investigation. 





RESULTS FROM RECOMMENDATIONS 
[H. Rept. 2578, 85th Cong., 2d sess.] 


AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 
(Progress of Study, February 1957—July 1958) 


Thirty-fifth Report by the Committee on Government Operations 
(Submitted to the Speaker on August 13, 1958) 


This was also a progress report and contained no specific recom- 
mendations. However, the committee discussed some 40 examples of 
unjustifiable restrictions on Federal information, outlined specific 
areas where excessive restrictions were most apparent, and concluded 
that: 


Only continued vigilance on the part of the public and the 
Congress can prevent Federal officials from * * * chipping 
away one of the most important foundation stones of demo- 
cratic, representative government. 


In 27 of the 40 instances, the unjustifiable restrictions on informa- 
tion were removed. ‘The committee reported partial improvement 
in the availability of Federal information in four instances, and the 
continuance of restrictions in nine other instances. 

The instances concerning excessive restrictions on Federal infor- 
mation, and an explanation of their effect, are as follows: 


The State Department issued written orders restricting 
press contact with knowledgeable research officials and issued 
oral instructions requiring Department officials to write 
memorandums following discussions with reporters, even at 
social gatherings. 

The Commerce Department issued an order restricting 
contacts between congressional committees and knowledge- 
able Department officials. 


These actions by the Commerce and State Departments exemplify 
the continuing attitude in Federal executive agencies that the ap- 
pointive officials can exercise complete, unqualified control over 
information for both the public and the Congress. Continued 
congressional scrutiny is necessary to correct this almost dictatorial 
attitude—an attitude described in the first report of this committee 
on information restrictions (H.R. 2947, 84th Cong., 2d sess.) as one 
which holds ‘‘that we, the officials, not you, the people, will determine 
how much you are to be told about your own Government.” 


The Air Coordinating Committee refused to give a Cali- 
fornia official serving on an ACC advisory group, minutes of 
an ACC meeting at which matters affecting California were 
discussed. 

The Secretary of Commerce refused to relax restrictions 
on information from the Business Advisory Council even 
after the disclosure that a Government official had suggested 
the use of pressure by major advertisers at a Council “dinner” 
meeting. 
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The Board of Army Engineers for Rivers and Harbors 
reversed its previous policy of meeting in public, keeping 
secret even the votes of Board members on billions of dollars’ 
worth of public works projects handled by the Board. 

The Public Housing Administration refused to make public 
reports on housing authority management which had resulted 
in the dismissal of local housing authority officials. 

The Defense Department issued directives restricting 
information necessary for the General Accounting Office to 
carry out its statutory duty as the major fiscal investigating 
arm of Congress. 

The International Cooperation Administration refused the 
General Accounting Office reports evaluating foreign aid 
projects, and the ICA Director even asserted a personal 
“right” to determine what information Congress and its 
committees should have. 


In each one of these instances the executive official involved had no 
clear legal right to withhold the information in question. Instead, 
the withholding was based on a vague “‘executive privilege’ to refuse 
information to the public or the Congress. In some cases it was claimed 
that the “executive privilege’ flowed from the separation of executive, 
legislative, and judicial powers inherent in the Constitution. In 
other cases the claim of ‘‘executive privilege’ was based on the neces- 
sity for efficient, businesslike government. 

The restrictions which both the Defense De ‘partment and the Inter- 
national Cooperation Administration have imposed on the General 
Accounting Office—an agent of the Congress—fly in the face of a 
statute granting the GAO access to “any books, documents, papers, or 
records” (sec. 313, Budget and Accounting Act of 1921, 31 U.S.C. 54). 
The Attorney General ruled in 1925 that section 313 granted to the 
GAO access to all information which the GAO determines are required 
to carry out its statutory duties (34 Ops. Atty. Gen. 446 (Mar. 21, 

925)). 

The committee has investigated additional refusals of information 
on the grounds of ‘‘executive privilege” and expects to make specific 
recommendations to clarify the broad claim of an “executive privilege” 
to control congressional access to information. 





MINORITY VIEWS 
INTRODUCTION 


There is no disputing the fact that certain recommendations have 
been made by the committee and that certain action has been taken 
by the executive agencies. If it is necessary to demonstrate a causal 
nexus between committee recommendations and agency action in 
order to substantiate the committee’s request for $640,000 for the 
Ist session of the 86th Congress—that is one thing. However, it is 
quite another thing to convey the impression that all the committee’s 
recommendations were initially adopted without dissent and are now 
unanimously reaffirmed. 

Moreover, it does not seem in any way proper to force the eight 
members new on the committee in this 86th Congress into a position 
of, in effect, drawing conclusions and making recommendations based 
on investigations and hearings conducted in the 85th Congress— 
investigations and hearings in which they did not participate 

The majority, in its reuminations, neglects to mention that out of 
the 42 reports issued by the committee in the 85th Congress 20 ! were 
of such nature that one or more members felt constrained to file 
additional views. While 3 of these expressions may be described as 
concurring views, the other 17 take issue with the majority in varying 
degrees ranging from abstention from subscribing to the majority 
views for reasons not necessarily involving the merits, to an outright 
repudiation of the majority conclusions and recommendations. 

This does not mean that the remaining reports were all carefully 
reviewed and concurred in by the minority. Indeed, reports were on 
occasion dumped upon the minority at such a rate that there was not 
always opportunity to read the m, let alone prepare dissenting or addi- 
tional views. The chairman’s specious argument that— 


the minority members and the majority members of the Com- 
mittee on Government Operations have the same amount of 
time in which to work—* 


does not take into consideration the fact that the majority has ap- 
proximately 20 times the staff to assist it as does the minority. Thus 
minority members find it necessary at times to file such additional 
views as the following (additional views of Clare E. Hoffman, con- 
curred in by Glenard P. Lipscomb, 38th (p. 21), 39th (p. 20), and 40th 
(p. 28), 85th Cong.): 


1 1st, 3d, 4th, 8th, 9th, 16th, 19th, 23d, 24th, 25th, 26th, 27th, 30th, 32d, 34th, 35th, 38th, 39th, 40th, and 41st. 
2 Additional v iews of Hon. W liam L. Daw son, 22d intermediate report of the Committee on Government 
Operations, 84th Cong. 
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I can neither concur in nor dissent from a report I have 
never had an opportunity to see. 

This is one of four reports presented to the committee by 
the same subcommittee on Friday, August 15, 1958, and 
voted out without an opportunity having been provided 
members to peruse them. 

The chairman’s expressed policy is that members shall 
have subcommittee reports for a reasonable time prior to the 
meeting, but when the matter becomes an issue, the policy 
is honored in the breach rather than the observance. 

If the practicalities of the situation are such that investi- 
gations and reports must be churned out faster than members 
can keep up with them, then the committee has overextended 
itself and succeeding Congresses should take note and reduce 
appropriations to manageable proportions. 


Inasmuch as the majority has deemed it opportune to recount all 
of the reports of the committee from a previous Congress, it seems 
appropriate to restate some of the concomitant dissents in order that 
the majority report can be viewed in its proper prespective. Some of 
the committee reports are therefore reviewed below in the order in 
which the majority report arranges them by subcommittees. 


EXECUTIVE AND LEGISLATIVE REORGANIZATION 
SUBCOMMITTEE 


REPORT ON REVIEW OF GENERAL ACCOUNTING OFFICE 
OPERATIONS IN EUROPE AND THE MAJOR PROGRAMS 
COVERED BY THE GENERAL ACCOUNTING OFFICE IN 
THE EUROPEAN AREA 


Seventeenth Report by the Committee on Government Operations 


{[H. Rept. 1281, 85th Cong., 2st sess.] 
and 
GENERAL ACCOUNTING OFFICE OPERATIONS 
IN EUROPE 
(Agency Action Pursuant to Committee Recommendations) 
Twenty-second Report by the Committee on Government Operations 


{[H. Rept. 1610, 85th Cong., 2d sess.] 


While the 17th and 22d reports by the Committee on Government 
Operations were originally filed without any dissenting or additional 
views, they now le nd themselves to an interesting observation. The 
22d re port, as described in its own words, was a “summary of agency 
responses” to committee recommendations made in the 17th report. 

Thus what we have on pages 7-15 of this report is a summary of a 
summary of a report and what was originally one report is now in 
effect three and the number of reports has been increased without any 
corresponding increase in substance. In this way the majority pads 
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the record and increases its output of reports with each succeeding 
Congress—31 in the 84th, 42 in the 85th, and probably a new record 
in the 86th. Should this Fee -rorn of reports continue in the next 
Congress with a summary of reports made during the 86th Congress, 
the committee’s 17th report of the 85th Congress will then live on in 
a summary of a summary of a summary of an earlier report. 
























RESEARCH AND DEVELOPMENT 
(Office of the Secretary of Defense) 
Thirty-second Report by the Committee on Government Operations 


[H. Rept. 2552, 85th Cong., 2d sess.] 






Proceeding to the next report reviewed, one is again reminded that 
it is an ill wind that blows no one some good. For there is now pro- 
vided an opportunity for the undersigned to associate himself with 
certain views which could not be pre pared i in time for filing with the 
majority report as originally issued. Reference is made specifically 
to the 32d report which is summarized beginning on page 15. At the 
time it was issued, news of the majority report reached the headlines 
with charges of “‘politics.”” A report filed by minority members at 
the time stated: 


It is regrettable that the effectiveness of this report has 
been impaired by injection of a political note. Several 
sly attempts have been made by the majority to make 
Democratic propaganda out of an issue that should be free of 
politics—attempts craftily concealed in the bulk of a report 
so voluminous that minority members did not discover them 
in the short time they had to peruse the report before it was 
hastily voted out by the Democrat-controlled committee. 


In addition, the Honorable Glenard P. Lipscomb, then a member of 


the committee, in views concurred in by other minority members, 
stated: 


From the wealth of background information thus de- 
veloped, one could reasonably expect the subcommittee to 
make constructive and timely recommendations in an 
important field. Regrettably, they have chosen to stultify 
those recommendations with partisan comparisons. 

The subcommittee’s apparent motivation, thus mani- 
fested, makes me regret the lack of opportunity provided to 
evaluate its conclusions against the background of a review 
of the facts available to the subcommittee. 











Lacking that opportunity, Mr. Lipscomb found it necessary to 
extend, at a later date, his remarks in the Congressional Record. 
This report gives the undersigned an opportunity to become associated 
with those views and to place them in the record of the committee’s 
proceqnine where they will help to provide the objectivity that 

ipartisan treatment of these matters affords (extension of remarks of 
Hon. Glenard P. Lipscomb, of California, in the House of Repre- 
sentatives, Saturday, Aug. 23, 1958, Congressional Record, Sept. 11, 
1958, p. A8045). 
38079—59——12 
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LEGAL AND MONETARY AFFAIRS SUBCOMMITTEE 
INTERNAL REVENUE SERVICE 


Levies on Unemployment Compensation Benefits and Denial of Travel 
Away-From-Home Expenses to Construction Workers 


Forty-first Report by the Committee on Government Operations 
[H. Rept. 2680, 85th Cong., 2d sess.] 


A reference has already been made to three reports of the Legal 
and Monetary Affairs Subcommittee where minority members 
abstained from subscribing to the reports without regard to the 
merits and merely because they were voted out without members 
having had an opportunity to read them. These reports are the 
38th, 39th, and 40th which are reviewed on pages 94-98 of the majority 
report. 

In addition, a dissent was filed with the 41st report of the com- 
mittee. The minority views prepared by Mr. Meador, ranking 
minority member of the subcommittee, and concurred in by other 
minority members, concluded with the following paragraphs: 


We yield to no one in the desire to uphold and strengthen 
the Government Operations Committee in its very important 
duty of examing the activities of the executive branch of the 
Government with respect to their economy, efficiency and to 
ferret out waste, extravagance, neglect, stupidity, incompe- 
tence, and wrongdoing. 

The Legal and Monetary Affairs Subcommittee has the 
responsibility for this investigative activity with respect to 
various agencies including the Internal Revenue Service. 
The fact that no instances of wrongdoing were found but 
rather only instances which proved, if anything, excessive 
zeal and excessive efficiency, raises the question of whether or 
not the majority and the committee staff understand the 
nature and purpose of the Government Operations Com- 
mittee. 

The staff and the majority of the committee have failed to 
call attention to any wrongdoing, waste, or neglect in 
enforcing tax laws. Thus, it may be assumed that, at least, 
there were no such flagrant examples of improper conduct as 
to warrant the attention of the committee. 


PUBLIC WORKS AND RESOURCES SUBCOMMITTEE 
PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS TO 
INFLUENCE THE SECRETARY OF THE INTERIOR 
(Ebasco Services, Inc., and Rocky Mountain Group) 

Third Report by the Committee on Government Operations 


{[H. Rept. 213, 85th Cong., 1st sess.] 


If the report were what it purported to be—an objective summary 
of recommendations issued and action taken thereon—some justifica- 
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tion might exist for its publication at this time. However, by no 
stretch of the imagination can section VII, ‘“Recommendations and 
Results of Committee Reports Based on Studies of the Public Works 
and Resources Subcommittee,’’ be justified on that basis. Apparently 
not satisfied with a reiteration of the conclusions and findings set forth 
in previous reports, the committee now draws additional conclusions. 

The gratuitous and unsupported allegation found in the language 
beginning at the bottom of page 101 is a perfect example of this. 
There has been no hearing as a result of which such a statement could 
be made. 

The investigation cited first on page 101 (‘‘Private Electric Utilities’ 
Organized Efforts To Influence the Secretary of the Interior’’) did not 
reveal all that the majority claims. The last three lines of item 3 in 
the middle of page 101 is as wholly unfounded now in summary 
form as it was originally in the majority report. The committee 
hearings did not support this conclusion then, as the minority pointed 
out in its report, and the reiteration of this unsupported conclusion in 
this summary adds not a cubit to its stature. 

In its continuing barrage of anti-private-power propaganda, the 
the majority persists in labeling the fully identified authorship of 4 
booklet setting forth the well-known and long-established views of the 
private power industry as “‘anonymous.”’ 

In the minority views which accompanied the third report, it was 
stated: 


How a name “generally given” to a known organization 
can be construed as concealing identity ‘‘in the safety of 
anonymous numbers” (report, p. 1) is beyond our compre- 
hension. This preoccupation with the word “anonymous” 
is characteristic of this subcommittee and is reminiscent of 
its 13th intermediate report during the 84th Congress when 
it sought to discredit a document by repeatedly—no less than 
23 times—referring to it as anonymous although it was fully 
identified at the hearings. This use of scare words is a 
favorite device of the majority when it must refrain from 
dealing with the essential substance of the evidence in order 
to serve its purposes. 


This same technique is revealed on page 104 of the present report, 
where the majority states, in effect, that the electric companies are 
using a “pseudonym” when they call themselves ‘electric companies.”’ 
What a strange distortion of the definition of the word. 

One cannot help comment on the final sentence on page 104. There 
the majority presumes to state that a Supreme Court decision in 
cases 





involving contributions. by a wholesale beer distributor, and 
by a wholesale liquor dealer, to associations campaigning 
against local initiative proposals * * * appears equally 
applicable to expenditures designed to further anti-public- 
power propaganda. 


The majority is certainly entitled to its judgment, but many a good 
lawyer would fear to tread in this area where the majority rushes in. 
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The minority found it necessary to issue a vigorous disavowal of 
the report entitled “Private Electric Utilities Organized Efforts To 
Influence the Secretary of the Interior’? and believes that a restate- 
ment of its conclusions is in order at this time (third report, pp. 73-74) 


1. This majority report is nothing more than a poorly con- 
trived effort to make a case for more federally sponsored 
power facilities at the expense of the investor-owned 
utilities, 

2. The five Rocky Mountain electric companies did noth- 
ing more than exercise their constitutionally protected right 
to speak freely. There is not the slightest reason for Con- 
gress to investigate the content of promotional material put 
out by an organization or group in its efforts to get its views 
before Government leaders, as long as they violate no existing 
postal regulations or lobbying laws. The matter of free 
speech, free press, and the right to petition is definitely 
involved. 

3. The booklet and speech claimed by the majority to 
have influenced the Federal power policy of the Secretary of 
the Interior did nothing of the kind. The ideas set forth in 
the booklet and speech were long-established views of the 
private power industry. The Assistant Secretary of the 
Interior stated, under oath, that they did not influence him; 
that the policy was developed without outside help. 

4. Neither Electric bond & Share Co. nor Ebasco Services, 
Inc., owns any stock in any U.S. electric utility company; 
cannot, therefore, control any such utility. There is enough 
governmental regulation of the activities of such companies 
as Electric Bond & Share Co., and Ebasco Services, Inc., 
without any additional congressional investigations. These 
companies operate in a ‘‘goldfish bowl” of public scrutiny, 
with existing Federal agencies ready to crack down if they 
deviate from the law. 

5. The Securities and Exchange Commission, the Federal 
Power Commission and State regulatory bodies are fully 
capable of policing the electric utility industry. 

6. There must be an end to the continual use of private 
industry as a whipping boy by this subcommittee, of which 
this irresponsible attack on Ebasco Services, Inc., is another 
example. Ebasco has violated no law. On the contrary, it 
is operating a legitimate business in open competition with 
several dozen similar companies, endeavoring to make a 
legitimate profit by serving its clients in lawful ways, and at 
their request and direction. This committee has no right 
to besmirch Ebasco’s reputation for so doing, simply because 
Ebasco’s clients believe that investor-owned utilities can 
best serve the Nation’s power needs. 

7. Privately owned electric utilities have made an out- 
standing record of providing power for our industries and 
homes and are looking toward the future with impressive 
plans for increased power as needed. They should not be 
subjected to continuous smears and harassments. This is 
not a partisan matter, which even the majority grudgingly 
admits. 
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The entire conduct of these investigations and hearings 
is a new low in prejudice, bias, and misuse of the congressional 
subpena, including the flagrant violation of privileged cor- 
respondence and intraoffice communications. 

The minority was not kept informed of the results of 
the investigations, the witnesses to be called, nor given the 
opportunity to call its own witnesses. 

10. No useful purposes were served by this investigation, 
since most of the information could have been developed 
simply and quickly at thestart by merely asking the Depart- 
ment of the Interior officials if they had been influenced by 
the booklet and speech. The answer being in the negative, 
there would have been no further need for the hearings. 

1) The crux of the matter—the roles private and public 
power utilities should play in the general power picture— 
will never be determined by wasteful and useless performances 
such as this. Rather, the partnership plan as designed by 
the President and approved by the voters should be the 
nonpartisan aim of all. 


AVAILABILITY OF POWER TO PUBLIC PREFERENCE 
CUSTOMERS FROM CENTRAL VALLEY PROJECT (ROSE- 
VILLE, CALIF.) 


Fourth Report by the Committee on Government Operations 


[H. Rept. 218, 85th Cong., Ist sess.] 


The majority in its summary of its fourth report, which begins on 
page 105, apparently would have the reader believe that but for it and 
its staff, the city of Roseville would not be able to purchase public 
power. The thorough manner in which the Department of the 
Interior attempted to arrive at equitable power allocations among 
preference customers is abundantly clear in the record of the hearings 
and certainly Coes not merit the description “re ‘fusal * * * to furnish 
power to * * * a preference category customer. 

The following excerpts from the minority report, concurred in by all 
minority members of the full committee should serve to place this 
summary in perspective (fourth report, p. 17): 

The majority obviously wanted the Department of the 
Interior to act without thinking—without weighing the 
demands made by the Federal defense agencies and other 
existing customers. Only 7 weeks had elapsed since the 
receipt of a complicated analysis of Central Valley power 
supplies, vet the Department was accused of a negative atti- 
tude because final determinations had not been com- 
pleted * * *, 


Fourth report, page 15: 


If the hearings revealed any unnecessary delay in awarding 
a contract for Central Valley power to Roseville, it certainly 
revealed the degree to which responsibility for it was on the 
career level in the regional office in Sacramento. Here would 
have been a legitimate area of scrutiny for a subcommittee 
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charged with studying the operation of Government activi- 
ties at all levels with a view to determining their economy 
and efficiency. However, the majority apparently feels that 
there is no political advantage to be gained by raising any 
questions about the career administration of the Sacra- 
mento office and rather than place the responsibility for any 
delay where it belonged, it prefers to flay the Republican 
administration of the Department of the Interior. 

* * * The hearing was a forum provided at the taxpayers’ 
expense for campaign oratory during the closing weeks of a 
political campaign and its chief result was the unwarranted 
sa of a forthright witness for the Department of the 

nterior. 


Fourth report, page 20: 


* * * we think it took courage for the Department to do its 
job thoroughly and equitably despite the political attacks 
made upon it. 


All of the reports issued by this subcommittee to date which deal 
with power matters should be read against the background of a 
knowledge of the subcommittee staff’s predilections—predilections 
which led the undersigned to comment (additional views of Clare E. 
ee third report, Committee on Government Operations, 85th 

ong.): 


The subcommittee staff admits of no halfway policy. I 
cannot escape the conclusion that its sole purpose is to destroy 


private enterprise wherever it may be engaged in developing, 
transmitting, or distributing electric power. 


OPERATIONS OF THE VIRGIN ISLANDS GOVERNMENT 
AND THE VIRGIN ISLANDS CORPORATION 


Ninth Report by the Committee on Government Operations 
{[H. Rept. No. 840, 85th Cong., 1st sess.] 


The Public Works and Resources Subcommittee in its recommenda- 
tion No. 2, page 109, persists in attempting to convey the impression 
that the Department of the Interior and the Governor of the Virgin 
Islands have been somehow remiss when their recommendations have 
not been enacted by the legislature of the Virgin Islands. 

It is the understanding of the undersigned that the Department has 
recommended—and it can go no further—to the Governor that they 
request permanent tax legislation and that Governor Gordon did at- 
tempt to have the legislature enact such legislation, but to no avail. 

With respect to recommendation No. 4 on page 111, the majority 
staff shows considerable presumption in stating that ‘“The committee’s 
recommendation is still sound * * *.”’ In view of this attitude the 
undersigned can only repeat the minority comments regarding these 
recommendations when made originally (ninth report, p. 70): 


For some 50 years, the office of “Government secretary”’ 
has had a fixed place in the general legislation or organic acts 
of American offshore areas. 
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Today, in addition to the Virgin Islands, the following 
areas have ‘Government secretaries’—Alaska, Hawaii, 
Guam, and American Samoa—all by virtue of Federal statu- 
tory enactments. 

It would seem that the recommendations in reference to 
the Government secretary can lead only to confusion, since 
experience in dealing with our offshore areas long ago revealed 
that, while each area should be dealt with on an individual 
basis, Congress should be consistent in the broad framework, 
the statutory guidelines, within which the local area may go 
forward to maximum self-government. 

These recommendations appear to overlook completely this 
long-established congressional policy, and it is doubtful that 
the House and Senate would reverse such a well-established 
concept on the basis of a short period of observation by this 
subcommittee. 

In any case, no substitute for the function of an “Assistant 
Governor” or “Lieutenant Governor,” who can act in the 
absence of the chief executive of the Virgin Islands, is offered. 


It is regrettable that the committee continues, on page 113, to 
distort the subject of what it chooses to call “charges against the 
former commissioner of public works.” In view thereof, there is 
reiterated the minority’s view of this matter as expressed in its unani- 
mous views contained in the committee’s ninth report on July 22, 
1957 (ninth report, p. 70): 


We think an unfair attack is made on the Director of the 
Office of Territories of the Department of the Interior, Mr. 
Anthony Lausi, when it is stated that he had made “‘charges”’ 
against the former commissioner of public works, Mr. 
Rudolph Galiber. 

The record shows that Mr. Lausi merely expressed his 
opinion in response to questioning as to the possible reasons 
Governor Gordon had for dismissing the commissioner of 
public works 

This opinion was substantiated by the testimony of Gov- 
ernor Gordon before the subcommittee on May 1. At that 
time, the Governor confirmed that it was a question of Mr. 
Galiber’s judgment and competence in the very matters 
cited by Mr. Lausi which had led to the dismissal. 

The fact that some of these questions were never satisfac- 
torily resolved, either in the testimony or in the report, would 
seem to vindicate the Governor’s action in this matter. 


ARMY-INTERIOR RESERVOIR LAND ACQUISITION 
POLICY 


Sixteenth Report by the Committee on Government Operations 


[H. Rept. 1185, 85th Cong., Ist sess.] 


The subcommittee’s hearings and report on the Army-Interior land 
acquisition policy were apparently directed toward the revocation of 
that policy. However, there is no need to be surprised that ‘despite 
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the committee’s recommendation * * * the joint policy has not been 

revoked” (p. 117). The feeling of the minority in this regard is 
summed up in the following excerpt from minority views filed at the 
time and concurred in by all the minority members of the committee 
(16th report, p. 54): 


The joint policy adopted by the Department of the Army 
and the Department of the Interior on October 12, 1953, was 
in consonance with the desires of the executive branch of the 
Government to restrict, where possible, the acquisition of 
large landholdings by the Federal Government which were 
not essential to project purposes. It was the intention at 
that time to hold Federal] land purchases to a minimum con- 
sistent with the authorized purposes of these flood-control 
and reclamation projects, decrease thereby the cost of 
projects, retain on local tax rolls large areas of land which 
under prior policy were lost from the tax rolls and to save 
management costs upon areas not essential to actual project 
purposes. It is essentially sound and in the public interest. 


















Before passing judgment on agency responses or lack of response to 
the subcommittee’s recommendations, the reader is invited to read the 
minority report which contained the following pertinent paragraph 
(16th report, p. 53): 


It is noteworthy that the principal recommendations have 
little semblance to the conclusions presumably drawn from 
the facts. Demonstrating a startling lack of perspective, the 
conclusions have little to do with the primary purposes for 
which land is acquired by the Corps of Engineers and em- 
phasize rather, matters of recreation, fish and wildlife re- 
sources. Conservation of fish and wildlife and development 
of the recreational potential at reservoirs may be included as 
collateral purposes of these projects to the extent authorized 
by law. Clarification of Federal policy and further authori- 
zation of Federal activity in the latter fields are proper sub- 
jects for congressional consideration and determination. 
Meanwhile, however, land acquisition policy must be 
based on existing law. If the majority has other ideas in this 
regard, let it propose legislation rather than harrassing de- 
partments trying their best to perform their assigned 
missions. 













MORNINGSIDE HOSPITAL 


Twenty-fourth Report by the Committee on Government Operations 
{[H. Rept. 1820, 85th Cong., 2d sess.] 


Minority members of the subcommittee filed a minority report with 
the committee’s 24th report which concluded as follows (24th report, 
p. 46): 


1. The Department of the Interior was neither negligent 
nor indifferent to the need to provide proper care and treat- 
ment for the mentally ill of Alaska despite the fact that it 
did not have available the required competent medical 
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personnel and technicians to administer the program and 
notwithstanding acts of Congress which limited the Depart- 
ment’s authority to contract only with hospitals west of the 
main range of the Rocky Mountains. 

2. The conflict of testimony and evidence presented at 
the hearings makes it difficult to reach a proper conclusion 
concerning the adequacy of the professional staff at Morning- 
side Hospital. There is no question that the standard of care 
and treatment was considerably improved following the 
execution of the 1953 contract. 

3. The record clearly shows that the Department of the 
Interior attempted in good faith, but without success, to 
interest both private and public institutions in providing 
hospitalization for the mentally ill of Alaska. 

4. Mr. Coe’s bookkeeping irregularities were under com- 
petent review by the Bureau of Internal Revenue, and the 
subcommittee’s preoccupation with them during the hearings 
and in the report was neither proper nor warranted. 

5. If the Department of the Interior was remiss, it was 
in failing to dispense with the services of Dr. Keller, who as 
medical officer apparently had failed in carrying out his 
responsibilities as provided by the contract between the 
Department of the Interior and the hospital. 

6. The 1953 contract was without question a vast im- 
provement over the one executed in 1948. It eliminated 
the alleged abuses concerning the use of patients’ labor and 
required higher standards for the burial of deceased patients. 

7. The several surveys and reports made by Drs. Schu- 
macher, Overholser, and Parran were instrumental in cor- 
recting deficiencies that existed prior to 1955 in the care and 
treatment of the patients. 


In addition, the two minority members (the undersigned and Victor 
A. Knox) who actually attended the hearings held in Portland, Oreg., 
filed additional views emphasizing their dissent. It was Mr. Knox’s 
judgment after visiting the hospital that (24th report, p. 61): 
“* * * the patients were not only well fed and clothed but treated 
with sympathy and understanding.” He stated (24th report, p. 62): 


I believe it would have been well if the majority, too, had 
gone out and visited the hospital prior to the hearings. 
Perhaps, then, they would not have clung so determinedly 
to their preconceptions. 


The writer, at the close of his views, reaffirmed his subscription to the 
conclusions in the minority report and added those set forth below 
(24th report, pp. 57-58): 


1. The record discloses that the hearings were neither 
nonpartisan nor impartial. 

2. While Wayne W. Coe admitted a technical misuse of 
corporate funds, the subcommittee was not justified in 
inquiring into a situation which they knew in advance of 
the hearings was being reviewed carefully by the Internal 
Revenue Service (hearings, p. 540). Inclusion of this 
extraneous material in the hearings and in the report— 


RESULTS FROM RECOMMENDATIONS 


material beyond the scope of the investigation—can only be 
intended for aggravation. 

3. The food was inferior in neither quantity nor in quality 
but was rather of good quality and sufficient in amount. 

4. The patients were not mistreated or abused. On the 
contrary, the record and the examination by the minority 
members demonstrated that the patients were receiving 
kindly care and attention. 

5. The evidence does not support any allegations that 
deaths occurred in the hospital as a result of criminal 
negligence. 

6. Facilities at Morningside Hospital appeared to be 
adequate and pleasant. 

7. The report constitutes an unwarranted, unfavorable 
reflection on the people of Portland, Oreg., and the profes- 
sional members of the hospital staff. 


The impression of the hearings gained by at least one editorial 
writer on the scene is indicated by the following excerpts from an 
editorial which appeared in the Oregon Journal (Portland) on Sep- 
tember 26, 1957 (24th report, p. 48): 


Now that the hullabaloo surrounding the Chudoff com- 
mittee’s investigation of Morningside Hospital has _ sub- 
sided, one wonders why the hearing was held, what if any- 
thing it accomplished, and what excuse there can be for con- 
gressional hearings geared to political considerations and 
sensationalism, rather than to a determination of the facts. 

* * + * * 


We thus return to the original question: Was the Chudoff 
committee’s investigation necessary, proper, and productive? 

In light of the fact that Alaska soon will have its own 
mental hospital facilities anyway, and the evidence that 
Morningside is a good mental hospital, we doubt it. 

In fact, the Portland hearing had all the earmarks of a 
costly, disruptive political show—one we could have done 
without. 


ALASKA NATIVE LOAN PROGRAM 


Twenty-fifth Report by the Committee on Government Operations 


[H. Rept. 1821, 85th Cong., 2d sess.] 


The minority report which was filed with the 25th report which 
should be read in conjunction with the summary beginning on page 
127 in order to forestall any possibility of misunderstanding the 
minority’s position. ‘The minority did not disagree essentially with 
the majority’s recommendations but found it necessary to contradict 
certain other elements of the report and state (25th report, p. 34): 


Except for what seems insufficient time allowed for the 
rather extensive study prescribed in the first recommenda- 
tion, the majority’s recommendations appear justified. How- 
ever, we find it necessary to disagree with the conclusions 
upon which the recommendations are seemingly based. 
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After commenting on.the majority’s conclusions, the minority stated 
(25th report, p. 40): 


Development and strengthening of individual self-reliance 
and responsibility is a very difficult task at best, and whether 
this could, in a short period of time, be accomplished by any 
Government bureau, is open to question. ‘The instances 
given as examples of the bureau’s failure, however, do not 
bear out that it has been remiss, and it is doubtful whether 
they would either strengthen or weaken the natives’ self- 
reliance and sense of responsibility. 


SPECIAL GOVERNMENT INFORMATION SUBCOMMITTEE 


AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 


(Scientific Information and National Defense) 


Twenty-third Report by the Committee on Government Operations 
[H. Rept. 1619, 85th Cong., 2d sess.] 


The fact that the recommendations proposed by the subcommittee 
in its 23d report were not carried out forthwith may serve to point up 
certain comments made by the only minority member of the sub- 
committee when the report was issued. At that time, the under- 
signed, in his additional views, stated (23d report, p. 81): 


Apparently the hearings by this subcommittee have been 
conducted upon the theory that the job of the Department of 
Defense could be more efficiently or more economically 
performed if directed by the subcommittee staff or its chair- 
man. Without in any way questioning the ability or 
purpose of the subcommittee staff, members of the subcom- 
mittee, or of the chairman, permit me to point out that, 
lacking the years of experience of many of the officials and 
employees of the executive departments, their final con- 
clusions upon the efficiency or lack of it with which these 
various departments conduct their business could be mis- 
leading or incorrect. 


AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 


(Department of Defense) 


Twenty-seventh Report by the Committee on Government Operations 


{[H. Rept. 1884, 85th Cong., 2d sess.] 


The committee does more than summarize “results from recom- 
mendations” in its comment on recommendation No. 5 on page 155. 
It attempts to suggest by innuendo that there is something wrong 
with “politically appointed Defense Department administrative 
officials.” 
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While it is recognized that the subcommittee chairman is not a 
lawyer, it is assumed that as a public official he knows, as we thought 
everyone did, that in a democratic society, officials are either elected 
or appointed and that government—responsible government—could 
not exist in any other fashion. ‘‘The subcommittee has been in- 
formed * * * ’”’ What’s the great discovery?—that Assistant Secre- 
taries are appointed? Would the chairman suggest career Cabinet 
officers? Actually, what is implied is that a political appointee will 
forget his oath of office, a charge that is at once grave and ridiculous. 

Coate charges are also made in the comment on recommendation 
No. 7 on page 156, which suggests, if not malfeasance of office, at least 
misfeasance. Yet these charges are unsubstantiated and the com- 
mittee has again exceeded the bounds of summarizing “results from 
recommendations.” 

At the time that the 27th report was issued the minority member of 
the subcommittee filed a minority report which ended with certain 
conclusions of which the following are an excerpt and seem appropriate 
for restatement at this time (27th report, pp. 287-289): 


“1. This subcommittee, established 3 years ago to conduct 
a sober, intelligent and objective study on behalf of the 
Congress, has apparently become dedicated to self-serving 
“press agentry”’ and its own self-perpetuation. It hints at 
some 70 additional inv estigations and hearings. 

2. Purporting to crusade under the honorable banner of 
the “‘people’s right to know,” the subcommittee staff has 


attained publicity by the grossest sort of “management of 


the news.” 

3. The subcommittee’s imposition upon the executive 
departments is not only exasperating, but in the opinion of 
some, positively harmful to the public’s interest. 

To the extent that the subcommittee’s sensationalized 
press releases and other public statements succeed in creating 
the illusion that enables the subcommittee to justify its free- 
wheeling existence, it serves also to breed a dangerous dis- 
regard for the security problems forced on this Nation by an 
unprecedented cold war. 

Further, the irresponsible harassment of Government 
departments by staff members imposes a costly burden, 
especially for the Defense Department, in catering to the 
unpredictable whims of the subcommittee staff and trying 
to keep pace with its unceasing and repetitive stream of 
written and oral queries. Aside from the tax money going 
down the drain with every hundred man-hours, there is the 
supreme irony that it’s the very information officials who 
spend all day trying to get out the real news who must 
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sacrifice hour after hour to explain in minute detail how the 
subcommittee has its facts all wrong again. The voluminous 
exhibits included in the 3,564 pages of the record to date 
give some idea of the subcommittee staff’s “leafraking’’ 
talents. 

4. In addition to its “press agentry,’’ the subcommittee 
has forfeited much of the respect the committee should 
receive as an agency of congressional inquiry as the result 
of its tactics in issuing opening statements that prejudge 
the issues before sessions of hearings begin, distorting the 
record by inviting as non-Government witnesses only persons 
who will express the desired point of view on a particular 
subject, and gagging executive branch officials who attempt 
to respond. 

5. By being a negative nuisance to the Departments, the 
subcommittee also has failed in its obligation to justify the 
money it spends by cooperating constructively in developing 
genuinely useful ideas. It can hardly consider as a very 
satisfactory fruit of the last 2 years’ labor its few highly 
generalized recommendations, which reflect little more than 
a refusal to accept facts as disclosed by the evidence in the 
record, an eagerness to take credit for ideas developed by 
executive departments, and a bland disregard of complica- 
tions. 

Nor can much be said for the sole legislative fruit of the 
subcommittee’s life, the weird one-sentence amendment pro- 
posed to title 5, U nited States Code, section 22, which the 


chairman urged on the floor of the House should be passed 


“ec 


because it was ‘‘a very timid first step” and really would not 
have a substantial effect on existing law (Congressional 
Record, April 16, 1958, pp. 5862-5891). Apparently, the 
moral is that we should vote for even a meaningless bill. 
Whatever its effect, it is good for a high degree of public ity. 

6. There should be an immediate stop to the folly of this 
“chairman knows best’ attitude on every question that 
arises, no matter what aspect of Government operations it 
involves. Three Members of Congress, an attorney, and 
three former reporters should not be ashamed to admit that 
they can’t run the executive branch of the U.S. Government. 
As has been pointed out in a previous report, it is well to 
remember that ‘lacking the years of experience of many of 
the officials and employees of the executive departments, 
their final conclusions upon the efficiency or lack of it with 
which these various departments conduct their business 
could be misleading or incorrect” (23d report of the Com- 
mittee on Government Operations, April 22, 1958, H. Rept. 
No. 1619, p. 81). 
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AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 


(Progress of Study, February 1957—July 1958) 


Thirty-fifth Report by the Committee on Government Operations 
[H. Rept. 2578, 85th Cong., 2d sess.] 


The 35th report, when issued, was described as the “latest volume of 
the collected letters of * * * Mr. Moss” and prompted the minority 
member of the subcommittee to comment in his additional views 
(pp. 242-243): 


As to the report itself, there is no point in writing a 
running commentary to the subcommittee’s correspondence 
files, which seem to be printed in practically complete and 
unabridged form as an excuse for a report. 

It is hoped that no replies from the departments have 
been withheld from this report, since the replies of the 
departments, if read in full, help to offset the occasional 
subtle distortions in the subcommittee’s “summary” and 
comments. 

As a word of unsolicited advice, it is suggested that a little 
caution is advisable in the reprinting of the correspondence 
on the many “investigations” by the subcommittee. This 
practice will gradually develop a volume of documentary 
evidence of the manner in which Government officials are 
being forced to submit to a repetitive, exasperating and 
expensive program of harassment by the ex-newspapermen, 
turned congressional investigators, who make up the sub- 
committee staff. 


The committee takes advantage of this section of its report to 
indicate the direction of its future efforts which it expects “‘to clarify 
the broad claim of ‘executive privilege’ to control congressional access 
to information.”’ Presumably, some significance is to be attached to 
the committee’s persistence in surrounding the phrase ‘executive 
privilege” with quotation marks. 


CONCLUSION 


No attempt has been made to document the minority position on all 
reports. However, it is hoped that the foregoing citations will make 
clear the point intended by the undersigned—that is, that all the 
committee’s recommendations were not initially adopted without 
dissent and are not now unanimously reaffirmed. 

Attention is also again invited to the fact that the majority report 
does not, as it purports, merely summarize the results realinol! to date 
in fulfilling the committee’s recommendations but that it also states 
additional conclusions and findings without having held any hearings 
to justify them. 

Crare E. Horrman. 
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